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ITEM 1. BUSINESS

We broadcast our musio, sports, entertainment, comedy, talk, news, traffic and weather channels in the Umted States on a subscription fee
basis through our two proprietary satellite radio systems. Submmibers can also ijeceihre dertain of owl music and bther ch'annels over the Internet,
including through apphcations for mobile devices.

As ofDecember 31, 2011, we had 21,892,824 subscribers. Our subscribers include:

~ subscribers under our regular and discounted pricing plans;
~ subscribers that have prepaid, including payments made or due from anton'takers for subscriptions 'included in the sale or lease.price of

avehicle;
~ certain radios activated for daily rental. fleet programs;
~ subscribers to our Internet services who do not also have satellite radio subscriptions; aud
~ certain subscribers to our weather, traf5c, data and Backseat TV services.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an'miual,'emi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans as well as discounts for multiple subscriptions on each
platform. We also derive revenue from activation and other fees, the sale of advertising on select nen-musie ohannels, the direct sale of satellite
radios and accessories, and other ancillary services, such as our weather, traf6o, data and Backseat TV services.

Our sateHite radios are primarily distributed through automates ('OEMs"); retail locations nationwide; and through our website. We
have agreements with every major automaker to offer satellite radios in their vehicles. Satellite ~radio ssrvices ate also offered to customers of
certain rental car companies.

Certain important dates in our corporate liistory are listed below:

~ Satellite CD Radio, Inc. was incorporated in the State of Delaware on May 17, 1990.

~ On December 7, 1992, Satellite CD Radio, Inc. changed its name to CD Radio Inc., and Satellite CD Radio, Inc. was formed as a'hollyowned subsidiary.
~ On November 18, 1999, CD Radio Inc. changed its name to Sirius Satellite Radio Inc,

~ In July 2008, our wholly owned subsidiary, Vernon Merger Corporation, rtiergd (the ~'Mug&') vhth hnd into'XM Satelli Radios
Holdings Inc. jK

~ On August 5, 2008, we changed our name from Sirius Satellite Radio Inc. to Sirius XM Radio Inc.

~ In April 2010, XM Satellite Radio Holdings Inc. merged with and into XM Satellite Radio Inc.; and in January 2011, XMSatellite'adio
Inc., our wholly-owned subsidiary, merged with and into Sirius XM Radio Inc.

Programming

We offer a dynamic programming lineup of commercial-free music, spoits, entertainment, talk, news, traffic and weather. The channel
line-ups for our services vary in certain respects and are available at siriusxm.corn.'ur

subscription packages allow most listeners to enhance our standard programming lineup. Our "XM Premier" package offers'ubscribersthe Howard Stern channels, Martha Stewart Living Radio, SiriusXM NFL kadiio, ShiuGM NASCAR Radio, Playboy Radio, Spice
Radio and play-by-play NFL games and college sports programming. Our "Sirius Premier" package offers subscribers Oprhh Radid, Ogie and'nthony,SiriusXM Public Radio, MLB Network Radio, NHL Home Ice, SiriusXM PCiA Radio, Sirius XM Fantasy Sports Radio and select
play-by-play of NBA and NHL games and college sports programming. Subscrtibers with a~la carte&cap'able radhos may'customize the
programming they receive through our a la carte subsciiption packages. We also offer family friendly, ".mostly music" and ."mostly. sports, .

news and talk" packages.



In October 2011, we launohed an expanded channel lineup, including new music, sports and comedy channels as well as SiriusXM
Latino, a suite of Latin channels. These channels, available online and over certain new radios, are the first phase of SiriusXM 2.0, an upgrade
and evolution of our satellite and Internet delivered service that will ultimately span hardware, software, audio, and data senses.

We make changes to our programming lineup from time to time as we strive to attract new subscribers and offer content. which appeals to
ad range of audiences and to our existing subscribers.

Music Progranuning
We offer an extensive selection ofmusic genres, ranging from rock, pop and hip-hop to country, dance, jazz, Latin and classical. Within

each genre we offer a range of formats, styles and recordings.

All of our original music channels are broadcast commercial free. Certain of our music channels are programmed by third parties and air
commercials. Our channels are produced, programmed and hosted by a team of experts in their fields, and each channel is operated as an
individual radio station, with a distinct format and branding. Wc also provide special fcaturcs, such as our Artist Confidential scrics which
provides interviews and performances from some of the biggest munes in music, and an array of "pop up'hannels featuring the music of
particular artists.

Sports Prograntming

Live play-by-play sports is an important part of our programming strategy. We are the Official Satellite Radio Paitner of the National
Football League ("NFL"), Major League Baseball ("MLB"), NASCAR, National Basketball Association ("NBA"), Nalional Hockey League
('NHL") and PGA TOUR, and broadcast most major college sports, including NCAA Division I football and basketball games. Soccer
coverage includes matches from the Barclays Premier League. We also air FIS Alpine Skiing, FIFA World Cup events and horse racing.

We offer many exclusive talk channels and programs such as MLB Network Radio, SiriusXM NASCAR Radio, SiriusXM NFL Radio
and Chris "Mad Dog" Russo'sMadDog Unleashed on Mad Dog Radio, as well as two ESPN channels, ESPN Radio and ESPN Xtra.
Simulcasls of select ESPN television shows, including SportsCenter, can be found on ESPN Xtra.

Talk andEntertammentProgramming

We oQ'er a multitude of talk and entertainment channels for a variety of audiences. Our diverse spectrum of talk programming is a
significant differentiator from terrestrial radio aud other audio entertainment providers.

Our talk radio oQ'erings feature dozens ofpopular talk personalities, many creating radio shows that air exclusively on our services,
uding Howaid Stern, Oprah Wmfiuy, Martha Stewart, Dr. Laura Schlessinger, Opie and Anthony, Bob Edwards, Senator Bill Bradley and

% I IEtors from the NYU Langone Medical Center.

Our comedy channels present a range ofhumor such as Jamie Foxx's The Foxxhole, Laugh USA, Blue Collar Comedy and Raw Dog
Comedy. Other talk and entertairment chaimels include SiriusXM Book Radio, Kids Place Live and Radio Disney, as we11 as Out@, Road Dog
Trucking and Playboy Radio.

Our religious programming includes The Catholic Channel, which is prograinmed with the Archdiocese ofNew York, EWTN, a Global
Catholic Radio Network, and Family Talk.

News andInformation Programming

We offer a wide range of national, international and financial news, including news from BBC World Seivice News, Bloomberg Radio,
CNBC, CNN, FOX News, HLN, MSNBC, NPR and World Radio Network. We also air a range of political call-in talk shows on a variety of
channels including our exclusive channel„POTUS.



We offer continuous, local traffic reports for 22 metropo.'litan markets throughout the United States.

Distribution of Radios

Autornakers

Our primary means of distributing satellite radios is through the sale and lease of new vehicles. We have agreements with every majcr
automaker to offer satellite radios in their vehicles and satellite radios are available as a factory or dealer-installed option in substantially all
vehicle makes sold in the United States.

Many automakers include a subscription to our radio ser 'ice in the sale or lease price of tlteir vehicle's. In many cases, we receive
subscription payments from automakers in advance of the,activation of our service. We share with certain automakers a portion of the revenues
wc derive from subscribers using velucles equipped to receive our service. We also reimburse various automakers for certain costs associated
with the satellite radios installed in their vehicles, i.ncludin g in certain cases hardware cost;:, tooling expenses and promotional and 'advertismg
expenses.

PreviousLy &vned Vehicles

We expect to acquire an increasing number of subscribers through the sale and lease lof previously cerned vehicles with factory-installed
satellite radios. We have entered into agreements with many automakers to market, subscriptions to purchasers and lessees of vehicles which
include satellite radios sold through their certified pre-owned progiams. In addition, we work directly with many franchise and independent
dealers on similar programs for non-certified vehicles.

We have developed systems and methods to identify purchasers and lessees of previously owned vehicles which include satellite radios
and have established marketing plans to promote our services to these.potential subscribers.

Retail

We sell satellite and Internet radI.os directly to consumers through our website. Satelhte and Internet radios are also marketed and
distributed through major national and regional retailers. We develop in-store merchandising materials and provide sales force traunng for
several retailers.

Our Satellite Radio Systems

Our satellite radio sg stems are designed i.o provide clear reception in most areas despite variations in terrain, buildings and other
obstructions. Subscribers can receive our hransmis. ions in all outdoor location& in the continental U.S. where the satellite radio has an
unobstructed line-of-sight with one of our satellites or is within range of orte of our terrestrial repeaters. We continually monitor our
infrastructure and regularly evaluate improvements in technology.

The Federal Communications Commission (the "'FCC") has allocated the portion~ of the S-band Iocated between 2320 MHz and
2345 MHz exclusively for satellite radio. Each of our . ervices uses 12.5~ of this bandwidth to transmit its respective signa~ls. blplink
transmissions (from the ground to our satellites) use 12.5 MHz of bandwidth in the 7060-7072.5 MHz band.

Our satellite radio systems have three principal components:
~ satellites, terrestrial repeaters and other satellite facilities,
~ studios; and
~ radios.



Satellites, Terrestnal Repeaters attd Other Satellt'te Faeilitt'es

Satellites. We currently own a fleet of nine orbiting satellites. We have invested in more technologically advanced satellites and
satellite deployment to provide for improved coverage, increased redundancy and more efficient use of our spectrum.

Space Systems/Loral has constructed another satellite, FM-6, for use in our system. We expect to launch this satellite on a Proton rocket
i.i the fmt half of 2012.

We use four of our orbiting satellites in the Sirius system. These satellites, PM-1, PM-2, PM-3 and FM-5, aim of the Loral PS-1300 model
series. Our PM-1„FM-2 and FM-3 satellites travel in a geosynchronous orbit. Our FM-5 satellite is deployed in a geostationary orbit.

We own five orbiting satellites for use in the XM system which operate in a geostationary orbit. Pour of these satellites were
manufactured by Boeing Satellite Systems International and one was manufactured by Space Systems/Loral.

Satellite Insurance. W'e hold in-orbit insurance for our FM-5 and XM-5 satellites. These policies provide coverage for a total,
constructive total or partial loss of the satellites that occurs during the first five in-orbit years. We also have negotiated launch and in-orbit
insurance for our FM-6 satellite. This insurance provides coverage for a total, constructive total or partial loss of the FM-6 that occurs from
launch through the end of the first annual in-orbit period. The insurance does not cover the full cost ofconstructing, launching and insuring
new satellites, nor will it protect us from the adverse effect on business operations due to the loss of a satellite. The policies contain standard
commercial satellite insurance provisions, including coverage exclusions. We usc launch and in-orbit insurance to mitigate the potential
financial impact of satellite fleet launch and in-orbil. failures unless the premium costs are considered to be uneconomical relative l,o the risk of
satellite failure.

Ten+stria/Repeaters, In some areas with high concentrations of tall buildings, such as urban centers, signals from our satellites may
be blocked and reception of satellite signals can be adversely affected. In many of these areas, we have deployed texrestrial repeaters to
supplement satellite coverage. We operate over 140 teizestrial repeaters in the Sirius system and over 560 terrestrial repeaters in the XM
system.

Other Satellite Facilities. We control and communicate with our satellites from facilities in North America and maintain earth stations
in Panama and Ecuador to control and communicate with several of our Sirius satellites. Our satellites are monitored, tracked and controlled by
a third party satellite operator.

Studios

Our programming originates principally from studios in New York City and Washington D.C., and, to a lesser extent, from smaller studio
lities in Cleveland, Los Angeles, Memphis, Nashville and Orlando. Our New York City ofhces house our corporate headquarters. Both our

% Fv York City and Washington D.C. offices house facilities for prograrntmng origination, programming personnel and facilities to transmit
programming.

Radios

We design, establish specifications for, source or specify parts and components for, and manage various aspects of the logistics and
production of satellite and Internet radios. We do not manufacture radios. We have authorized manufacturers and disttibutors to produce and
distribute radios, and have licensed our technology to various electronics manufacturers to develop, manufacture and distribute radios under
certain brands. We purchase radios from independent manufacturers, that are distributed. through our website. To facilitate the sale of radios,
we may subsidize a portion of the radio manufacturing costs to reduce the hardware price to consumers.



Radios are manufactured in four principal configurations — as in-dash radios, Dock 8c Play radios, home or commercial~ units and
portable or wearable radios.

~ In-dash satellite radios are integrated into vehicles and allow the user. to Iiisten to satellite radio with the push of albutton.Aftennarket'n-dash

radios are available at retailers nationally, and to automakers for factory or dealer installation.
~ Dock 4 Play satellite radios enable subscribers to transport their radios easily to and from their cars, hucks, homes, offices, boats or

other locations with available adapter kit.. Dock 8c P!lay radios adapt to existing audio system.s through FM modulation or direct audio
connection and can be easily installed. Audio systems Blld boom boxes, which enable subscribers to use their radios virtually
anywhere, are available for vaiious models. The Stratus 6, Starmate 5 and Starmate 8i Dock k Play radios also support a la catte
channel selection.

~ Radios that provide our satellite or Internet scrvicc to home and commercial audio systems.
~ Portable or wearable radios offer live satellite or Fnternet radio and recorded satellite, MP3 ot& Wh4A content "on the go".

We have introduced an. interoperable radio c alled MiRGE. This radio has a unified control interface allowing for easy st itching between
our two satellite radio networks. We also offer the XM SkyDock, which connects to an Apple iPhone and iPod touch and provides live XM
satellite radio using the control capabi.lity of the iPhor&e or iPod touch.

In 2011, we introduced Edge, a Dock 8'c Play radio capalble of receiving bur 'SiridsXM 2,0 expanded channel lineup, including Sirius XM

Latino, and Lynx a portable radio with SiriusXM 2.0 satellite and. Internet radio capability and features.

Internet Radio

We stream music channels and select non-music ch:amels over the internet. Gm'Internet service'lso includes channels and features that
are not available on our satellite service. Access to certain Internet services is offered to subscribers for a fee. We have available products that
provide access to our Internet services without the need for a personal computer. We also offer applications to allow consumers to access our
Internet services on certain smartphones and tablet computers. Subscribers to our Internet services are not included in our subscriber count,
unless the service is purchased separately and not as part of a satellite radio su'bscription.'anada

We also have an equity interest:in tl»e satellite radio services offered in (~".anada through Sirius XM Canada. Fn June 2011~, Canadhan
Satellite Radio Holdings Inc. ('"CSR"'j, the parent company of XlvI Canad:», and. Sirius Canada completed a transaction to combine their
operations. Following this merger, we own approximately 3830% of the equity of CSR, which operates as Sirius XIvl Canada.'therServices

Comme&cial.4ccounis. Our music services are also available f'r commercial establishments. Commercial accounts are available
through providers of in-store entertainmer&t solutions and directly from us. Certain commercial subscribers are included in our subscriber count.

Satellite Television Service. Certain of our music charmels are offered as part of certain programming packages on the DISH Network
satellite television service. Subscribers to the DISH Network: atellite television service are not included in our subscriber count.

Subscribers to the following services are not included in our subscriber count, unless the applicable service is purchased~by )he subscriber
separately and not as patt of a radio subscription to our se&vices:



Backseat TV. We offer Backseat TV, a service offering television content designed primarily for children in the backseat of vehicles.
Backseat TV is available as a factory-installed option in select Chrysler, Dodge and Jeep models, and at retail for aftermarket installation.

Trave/Link We offer Travel Link, a suite of data services that includes graphical weather, fuel prices, sports schedules and scores, and
ie listings.

Real-Time TraPc Services. We also offer services that provide graphic information as to road closings, traffic flow and incident data to
consumers with compatible in-vehicle navigation systems.

Real-Time 8'cather Services. We offer several real-time weather services designed for improving situational awareness in vehicle,
marine and/or aviation use.

FCC Conditions

In order to demanstmte to the PCC that the Merger was in the public interest, we agreed to implement a number of voluntary
commitments. These commitments include certain voluntaiy assurances regarding ourprogramming and programming packages; the creation
of public interest channels; and equipment manufacturing, all ofwhich we have complied with.

QualifiedEnfity Channels

In April 2011, we entered into long-term leases or other agreements to provide rights to four percent of the full-time audio channels on
our platforms to a Qualified Entiiy or Entities. A QualiTied Entiiy is de6ned as an entity or entities that: (1) are not directly or indirectly owned,
in whole or in part, by us or one of our affiliates; (2) do not share any common officers, directors or employees with us or any af61iate of us;
and (3) did not have any existing relationships with us for the supply ofprogramming during the two years prior to Ootober 19, 2010.

As digital compression technology enables us to broadcast additional full-time audio channels, we will ensure that four percent of the
full-time audio channels on our platforms are reserved for Qualified Entities. The Qualified Entities are not required to make any lease
payments for such channels. Wc may not alter, censor, or othcrwisc cxcrcisc any control over thc lcascd programming but wc may rcmove
programming that violates the law.

Subscription Rates

In connection with the Merger, we had agreed with the PCC not to raise the retail price for, or reduce the number of channels in, our basic
$12.95 per month subscription pacl-age, our a la carte programming packages or certain other programming packages until July 28, 2011. In

~ ~ p 201 1, the PCC issued an order confirming that the price cap was no longer necessary. On January 1, 2012, we increased the base price of
basic subscription packages fram $12.95 to $ 14.49 per month.

Competition

We face significant competition for both listeners and advertisers. In addition to pre-recorded entertainment purchased or playing in cars,
homes and using portable players, we compete with numerous other providers of radio or other audio services. Some of our new, digital
competitors are making in-roads into automobiles, where we are currently the prominent alternative to traditional AlVKM radio. Our existing
and emerging competition includes:

TraditionalAM/FMRadio

Our services compete with traditional AM/PM radio. Many traditional radio companies are substantial entities owning large numbers of
radio stations or other media properties. The radio broadcasting industry is highly competitive.



Traditional Ah4VM radio has had a well-established demand for its services and offers free broadcasts paid for by commercial
advertising rather than by a subscription fee like satellite radio. Many radio stations offer information programming of a local riatute, such as
local news and sports. Traditional free Ah4VM radio reduces the likelihood that custoriiers would be willing to pay for'our~subscriptiori
services and, by offering free broadcasts, it imposes limits on what we can chai ge for our services. 'Some A'hWM radio stations have reduc~
the number of commercials per hour, expanded the range ofmusic played on the air and experimented with new formats in order to lure
customers away from satellite radio.

Many radio stations now broadcast digital signals, which have clarity similar to our signals. These stations do not charge a subscription
fee for their digital signals but do generally carry advertising. A group ofmajor broadcast radio networks have created a coahtion tojointly'arket

digital radio services. According to this coalition, over 2,100 radio stations are currently broadcastmg primary signals with HD Radio
technology and broadcasting more than 1,300 additional PM multicast channels giD2/HD3), and manufacturers are marketing and distributing
digital receivers. To the extent that lraditional AM/FM radio stalions adopt digital transmission technology and listeners adopt 'digital receivers,
any competitive advantage that we enjoy over traditional radio because of our clearer digital signal, would be lessened. Traditional AM/FM
broadcasters are also complementing their HD Radio efforts by aggressively pursuing Internet radio and wireless Interriet-based disttibutioti
arrangements. Several automakers install or plan to install HD Radio equipmedt as'actory Istsi!dard equiprrieut'in s'elect models, including
Cadillac, Mazda, Lexus, Pord, Volkswagen, BMW, Mercedes-Benz, Scion, Kia and Hyundai.;

Intentet Radio and Intentet-Enab/ed Smavtphones

Internet radio broadcasts often have no geographic liuiitations and can provide listeners with radio programming fry aci'oss'the country ~

and around the world. Major media companies and online-only providers, including Clear Channel~, CBS and Pandora, make hi'gh fidelity !

digital streams available through the Internet for free or, in some cases, for a fraction of the cost ofa satellite radio subscription. These.services
compete directly with our services, at home, iu. the automobile, and wherever audio enteitainment is consumed.

Internet-enabled smartphones, most of which have the capability of interfacing with vehicles,'ave become popular. These smartphories
can typically play recorded or cached content aud access Internet radio via dedicated applications or browsers. These applications are often free
to the user and offer music and talk content as long as the user is subscribed to a sufficiently large mobile data plan. Le'ading audio smartphone
radio applications include Pandora, last.PM, Slacker, iheartradio and Stitcher. Certain of these applications also include advanced functionality',
such as personalization and song skipping, and allow the user to access large libraries of content and podcasts on demand.

In 2011, Spotify launched its music streaming service in the United States, which allows its users unlimited, on-demand access to a large
library of song tracks, allowing the sharing of playlists with other listeners through the Facebook platform. Other similar sernces have
launched Facebook integration, including MOO and Rdio. These services, which usually require a monthly subscription fee, are currently
available on smartphones but may become integrated into connected cars in the future.

Third and fourth generation mobile networks have enabled a steady increase in the audio quality and reliability of mobile Internet radio
streaming, and this is expected to further increase as fourth generation netwodcs be'come the standard. We expect tliat improvements from
higher bandwidths, wider programming selection, and advancements in functionality are likely to continue making Internet radio and
smartphone applications an increasingly significant competitor, particularly in vetucles.

Advanced In-Dash Infotainment Systems

Nearly all automakers have deployed or are planning to deploy integrated multimedia systems in dash boards, such as Ford's SYNC,
Toyota's Entune, and BMW/Mini's Connected. These systems can combine



control of audio entertainment Rom a variety of sources, including AM/FM/HD radio broadcasis, satellite radio, Internet radio, smartphone
applications and stored audio, with navigation and other advanced applications such as restaurant bookings, movie show times and financial
information. Internet radio and other data is typically connected to the system via a bluetooth link to an Internet-enabled smartphone, and the

're system may be controlled by touchscreen or voice recognition. These systems enhance the attractiveness of our Internet-based
petition by making such applications more prominent, easier to access, and safer to use in the car. Similar systems are also available in the

arket and sold through retailers.

Direct Broadcast SateNite and CableA udice

A number of providers offer specialized audio services through either direct broadcast satellite or cable audio systems. These services are
targeted to fixed locations, mostly in-home. The radio service offered by direct broadcast satellite and cable audio is often included as part of a
package of digital services with video service, and video customers generally do not pay an additional monthly charge for the audio service.

Aber DigitalMedia Services

The audio entertainment marketplace continues to evolve rapidly, with a steady emergence ofnew media platforms and portable devices
that compete with our services now or that could compete with those services in the future.

Traffic News Services

A number of providers also compete with our traffic sernces. Clear Channel and Tele Atlas deliver nationwide traffic information for the
iop 50 markeh io in-vehicle navigation ayslems using RDS/TMC, ihe radio broadcast standard iechnology for delivering iraflic and iravel
information to drivers. The in-dash navigation market is also being threatened by increasingly capable smartphones that provide advanced
navigation functionality, including live traffic. Android, Palm, Blackberry, and Apple iOS-based smartphones all include GPS mapping and
navigation functionality, often with turn-by-turn navigation.

Government Regulation

As operators of a privately owned satellite system, we are regulated by the FCC under the Communications Act of 1934, principally with
respect to:

~ the licensing of our satellite systems;
~ piuventing interference with or to other uses of radio frequencies; and

~ compliance with PCC rules established specifically for U.S. satellites and satellite radio services.

Any assignment or transfer of control of our FCC licenses must be approved by the FCC. The FCC 's order approving the Merger requires
us to comply with certain voluntary commitments we made as part of the FCC merger proceeding. We believe we comply with those
commitments.

In 1997, we were the winning bidders for an FCC license to operate a satellite digital audio radio service and provide other ancillary
services. Our FCC licenses for our Sirius satellites expire in 2017. Our FCC licenses for our XM satellites expire in 2013, 2014 and 2018. We
anticipate that, absent significant misconduct on our part, the PCC will renew our licenses to permit operation of our satellites for their useful
lives, and grant a license for any replacement satellites.

In some areas with high concentrations of tall buildings, such as urban centers, signals from our satellites may be blocked and reception
can be adversely affected. In many of these areas, we have installed terrestrial repeaters to supplement our satellite signal coverage. In 2010,
the FCC established rules governing terrestrial repeaters which are also intended to protect adjacent wireless services from interference. Under
those rules, we filed an application in November 2011 for a single license to authorize operation of our repeater network.



We design, establish specifications for, source or specify parts and components for, manage various aspects of the logistics and
production of, and, in most cases, obtain FCC certifications for, satellite radios) including satellite radios that include FM modulators. We
believe our radios that are in production comply with all applicable FCC rules.

We are required to obtain expoit licenses from the United States government.to export certain ground control equipment, satellite
communications/control services and technical data related to our satellites and their operation~. The dilivery of such equipment, services an~
technical data to destinations outside the United States and to foreign persons is subject to strict export control andprior approval requirements
&om the United States government (including prohibitions on the sharing of certain satellite-related goods and services with China).

Changes in law or regulations relating to communications policy or to matterS affecting our services could adversely affect our ability to
retain our FCC licenses or the manner in which we operate.

Copyrights to Programming
In connection with our music programming, we must negotiate and enter,inta royalty, amingemeiits with two sets of rights holders:

holders of copyrights in musical works (that is, the music and lyrics) and holders cff copyrights,in sound recordings (that isI thel actual rbcording
of a work).

Musical works rights holders, generally songwriters and music publishers, are represented by: perfomiing rights orgariizations such as the
American Society of Composers, Authors and Publishers ("ASCAP"), Broadcast Music, I'nc. ("BMI"), and, SESAC, Inc. ("SESAC"). T'hese
organizations negatiate fees with copyright users, collect royalties and distribute them to the rights holders. We have arrangements with all of
these organizations.

Sound recording rights holders, typically large record companies, are primarily repreaented by SaundExchange, an organization which
negotiates licenses, and collects and distributes royalties on behalf of record companies and performing artists. Under the Digital Performance'ightin Sound Recordings Act of 1995 and the Digital Millennium Copyright Act of 1998, we may negotiate royalty arrangements with the
sound recording copyright owners, ar ifnegotiation is unsuccessful, the royalty rate is establisbed by the Copyright RoValty Board (the "CIA")
of the Library of Congress. In January 2008, the CRB issued a decision regardhng the royalty rate payable by us under the statutorylicense'overing

the performance of sound recordings over our satellite radio serviaes for the six-year period starting January 1, 2007 iLnd hndihg'ecember31, 2012. Under the terms of the CRB's decision, we paid„or will pay, a royalty of 6,(P/o, 6.0%, 6.5%, 7.0%, 7.5% stud 8.0% of ~

gross revenues, subject to certain exclusions, for 2007, 2008, 2009, 2010, 2011 and 2012, respectively.

The rate setting proceeding covering lhe period from 2013 through 2017 before the ORB eammericed in Januery 2011. In~ November ~

2011, we filed our direct case in that proceeding and requested the CRB to set a royalty rate payable by us under the statutory license covering
the perfonnance of sound recordings over our satellite radio services at less than 7% otI omI gross revenues,~ subject~to certain exclusions. In ~ ~
November 2011, SoundExchange also filed its direct case in the proceeding and reItuested the CRB to set iI roy'alty'rate under the statutory
license of initially 12%, increasing by 2% eacb year during the tenn and up to a maximum af 20%,: of our gros~ revenues. A hearing before the
CRB in this proceeding is scheduled tc commence in 2012.

Trademarlts

We have registered, and intend to maintain, the trademark "SIrius", "3GVV', "SiriueXhP and the "Dog design" logo with tlie United States
Patent and Trademark Office in connection with the services we offer. We are not await of any material claims of infringement or other
challenges to our right to use the "Sirius", "XM" or "SiriusXM" trademark or the "Dog design" logo in the United States. We also have
registered, and intend to maintain, trademarks for the names of certain of our chaimels. We hav'e also registered the trademarksi "Sirius't, "XM"',
and the "Dog design" logo in Canada. We have granted a license to use certain of our trademarks in Canada to Sirius XM Canada. ~



Personnel

As ofDecember 31, 2011, we had 1,526 full-time employees. In addition, we rely upon a number ofpart-time employees, consultants,
other advisors and outsourced relationships. None of our employees are represented by a labor union, and we believe that our employee

loils are good.

Corporate Information

Our executive offices are located at 1221 Avenue of the Americas, 36th floor, New York, New York 10020 and our telephone number is
(212) 584-5100. Our internet address is wvm.siriusxm.corn. Our annual, quarterly and current reports, and any amendments to those reports,
filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 may be accessed free of charge through our
website after we have electronically filed or furnished such material with the SEC. Siriusxm.corn (including any other reference to such address
in this Annual Report) is an inactive textual reference only, meaning that the information contained on or accessible &om the website is not part
of this Annual Report on Form 10-K and is not incorporated in this report by reference.

Executive Officers of the Registrant

Certain information regarding our executive officers is provided below:

Name

Mel Karmazin
Scott A. Greenstein
James E. Meyer
Dara F. Altman
Patrick L. Donnelly
David J. Frear

~Ae
68
52
57
53
50
55

Position

Chief Executive Officer
President and Chief Content Officer
President, Operations and Sales
Executive Vice President and Chief Administrative Officer
Executive Vice President, General Counsel and Secretary
Executive Vice President and Chief Financial Officer

Mel Karmazin has served as our ChiefExecutive Officer and a member of our board of directors since November 2004. Prior to joining
us, Mr. Karmazin was President and Chief Operating Officer and a member of the board of directors of Viacom Inc. from May 2000 until June
2004. Prior to joining Viacom, Mr. Karmazin was President and Chief Executive Officer of CBS Corporation from January 1999 and a director
of CBS Corporation &om 1997 until its merger with Viacom in May 2000. He was President and Chief Operating Officer of CBS Corporation
&om April 1998 through December 1998. Mr. Karmazin joined CBS Corporation in December 1996 as Chairman and ChiefExecutive Officer
of CBS Radio and served as Chairman and ChiefExecutive Officer of the CBS Station Group (Radio and Television) from May 1997 to April
1998. Prior to joining CI3S Corporation, Mr. Karmazin served as President and Chief Executive Officer of Infinity 13roadcasting Corporation.

Scott A. Greenstein has served as our President and Chief Content Officer since May 2004. Prior to May 2004, Mr. Greenstein was Chief
. ecutive Officer of The Greenstein Group, a media and entertainment consulting firm. From 1999 until 2002, he was Chairman of USA

Films, a motion picture production, marketing and distribution company. From 1997 until 1999, Mr. Greenstein was Co-President of October
Films, a motion picture production, marketing and distribution company. Prior to joining October Films, Mr. Greenstein was Senior Vice
President of Motion Pictures, Music, New Media and Publisliing at Miramax Films, and held senior positions at Viacom Inc.

James E. Mep&er has served as our President, Operations and Sales, since May 2004. Prior to May 2004, Mr. Meyer was President of
Aegis Ventures Incorporated, a consulting firm that provides general management services. From December 2001 until 2002, Mr. Meyer
served as special advisor to the Chairman of Thomson S.A., a leading consumer electronics company. From January 1997 until December
2001, Mr. Meyer served as the Senior Executive Vice President for Thomson as well as the Chief Operating Officer for Thomson Consumer
Electronics. 1""rom 1992 until 1996, Mr. Meyer served as Thomson's Senior Vice President of Product Management. Mr. Meyer is a director of
ROVI Corporation.
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Dara F. Altman has served as our Executive Vice President and ChiefAdministrative Officer since September 2008. From Jinuary 2006
until September 2008, Ms. Altman served as Executive Vice President, Bu'sineiss and Legal Affairs, ofXM. Ms. Aiiman was Executive Vice
President ofBusiness Affairs for Discovery Communications from 1997 to 2095. From 1993 to 1997, Ms. Altman served is Senior Vice
President and General Counsel ofReiss Media Enterprises, which owned Request TV, a national pay-per-view service. Before Request TV, ~
Ms. Altman served as counsel for Horne Box Oftice. Ms. Altman started her career's an attorney at the law firm of Willkie Farr Ik Gallagh=
LLP.

PatrickL Donnelly has served as our Executive Vice President, General Counsel and Secretary since May 1998. Frrtm June 1997 to May
1998, he was Vice President and deputy general counsel of ITT Corporation, a hotel, gaming and entertainment company that was acquired by
Starwood Hotels 8h Resorts Worldwide, Inc. in February 1998. From October 1995 to June 1997, he was assistant general counsel of ITT 'orporation.Prior to October 1995, Mr. Donnelly was an attorney at the law firm of Simpson Thacher c% Bartlett LLP.

DavidJ. Frear has served as our Executive Vice President and Chief Financi:al OQicer since June 2003. From 1999 to 2003, Mr. Frear
was Executive Vice President and ChiefFinancial Officer of Savvis Communications Corporation, a global managed serviceprovider,'eliveringinternet protocol applications for business customers. Mr. Frear also served as a'director| of Saves. From 1993 to 1998, Mr. Fietrr
was Senior Vice President and ChiefFinancial Officer of Orion Network Systems Inc., an mtetnational satellite commtmications company that
was acquired by Loral Space 65 Communications Ltd. in 1998. From 1990 to 1993~ Mi. Frear was ChiefFinancial Officer ofMillicom.
Incorporated, a cellular, paging and cable television company. Prior to joining IV611icak, h6 was an investinent banker at Bear, Stearns ik Co.,
Inc. and Credit Suisse.

ITEM 1A. EACTORS
RISE

In addition to the other information in this Annual Report on Fnr7n 10-A".,'ncluding the trrfortrration under the caption Item I. Business
"Competition, " thefollowing riskfactors should be considered carefully in evtrluatlng'us end trur business'. TAis Arrnual Repor t on Forvn lO-A.
containsforward-looking statements within the meaning ofthe Private Securities Eiitigatfon Refor7ir Aol of'1995. Actual results and the timing
ofevents could differ materiallyporn those projectedinforward looking statements due to a number offactors, including those setforth below
and elsewhere in this AnnualReport on For7n 10-E, See "Special¹te Regarding Forward-Looking Statements "following this Item IA, Risk
Factors.

8"eface substantial eompedtio«and that competition is Ekely to increase bvur'm'e.

We face substantial competition from other providers of radio aud other audio services. Our ability to retain and attract uibscribers
depends on our success in creating and providing popular or unique music, entertainment, news and sports programming. Our subscribers can+ ~obtain certain similar content for free through terrestrial radio stations or Interiiet radio'ervices. Audio cou'tent deliveru&1 via th'e Internet,'ncludingthrough mobile devices, is increasingly competitive with our services. A'number'of automakers and aftermarket manufacturers hav% W
introduced, or will shortly introduce, factory-installed radios capable of accessing 1nternet&elivered audio entertainment. A sutnmary of
various services that compete with us is contained in the section entitled "Item l. Business — Competition."

Competition could result in lower subscription, advertising or other revenue or increase our marketing, promotion or other expenses and,
consequently, lower our earnings and free cash flow. We cannot assure you we will be able to competei successfully with our existing or future
competitors or that competition vtill not have a material adverse elfect on our business, financial condition or results of operations.

Our business depends in largepart upon autotnakers.

Most of our new subscription growth has come from purchasers and lessees ofnew atrd previously ovvned automobiles. As a result, the
sale and lease ofvehicles with satellite radios is an important source of subscribers'



for our satellite radio service. We have agreements with every major automaker to include satellite radios in new vehicles, although these
agreements do not require automakers to install specific or minimum quantities of radios in any given period.

Automotive production and sales are dependent on many factors, inoluding the availability of consumer credit, general economic
ditions, consumer confidence and fuel costs. To the extent vehicle sales by automakers decline, or the penetration of factory-installed
llite radios in those vehicles is reduced, subscriber grow& for our satellite radio services may be adversely impacted.

General economic conditions can affect our business.

The purchase of a satellite radio subscription is discretionary, and our business and our financial condition can be negatively affected by
general economic conditions. Poor general economic conditions can adversely affect subscriber churn, conversion rates and vehicle sales, as
evidenced by the dramatic slowdown in auto sales that negatively impacted our subscriber growth in 2008 and 2009.

Failure ofour sateNtas mould significantly damage our business.

The lives of our satellites will vary and depend on a number of factors, including:

~ degradation and durabihty of solar panels;
~ quality nf construction;

~ random failnie of satellite components, which could result in significant damage to or loss of a satellite;

~ amount offuel the satellite consumes; and

~ damage or destruction by electrostatic storms, collisions with other objects in space or other events, such as nuclear detonations,
occurring in space.

In the ordinary course of operation, satellites experience failures of component parts and operational and performance anomalies.
Components on our in-orbit satellites have failed; and from time to time we have experienced. anomalies in the operation and performance of
these satellites. These failures and anomalies are expected to continue in the ordinary course, and we cannot predict if any of these possible
future events will have a material adverse effect on our operations or the life of our existing inwrbit satellites.

Three of the Sirius in-orbit satellites have experienced degradation on their solar arrays. The degradation these satellites have experienced
does not affect cuoent operations. Additional degradation on the three Sirius satellites could reduce the estimated lives of those satellites.

E Space Systems/Loral has constructed a new satellite for the Sirius system that is expected to be launched in the first half of 2012. Satellite
-aches have significant risks, including launch failure, damage or destruction of the satellite during launch and failure to achieve a proper

g +it or operate as planned. Our agreement with Space Systems/Loral does not protect us against the risks inherent in a satellite launch or in-
orbit operations.

Our XM-1 and XM-2 satellites have experienced progressive degradation problems common to early Boeing 702 class satellites and now
serve as in-orbit spares. Our XM-2, XM-3, and XM-4 in-orbit satellites have experienced circuit failures on their solar arrays which do not
affect curry operations. Additional circuit failures on the satellites could reduce the estimated lives of those satellites. We estimate that our
XM-3, XM-4 and XM-5 satellites will meet their 15-year predicted depreciable lives, and that the XM-1 and XM-2 satellites'epreciable lives
will end no earlier than 2013.

Our XM-5 satellite serves as an in-orbit spare for both of our services. In the event of a failure of XM-3, XM-4 or any of the Sirius
satellites, service would be maintained through XM-5,
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In addition, our Sirius network of terrestrial repeaters communicates with a single third-party satellite. Oru XM network of terrestrial
repeaters communicates with a single XM satellite. If the satellites communicating with the applicable repeater network fail unexpectedly, the
services v ould be disrupted for several hours or longer.

We maintain in-orbit: insurance policies covering only our X1VI-5 and FM-5 satellites I We may not renew these in-orbit insurance pol:ic
when they expire. Any insurance proceeds will not fully cover our losses in thc event of a satellite failure or si gnifi cant degradation. For
example, the policies covering the insured satellites do not cover t'e full cost of constructing, launching and insuring new satellites, nor wi~ll

they cover, and vve do not have protection against, business inten uption, loss of business oi similar losses. Our insurance contams customary
exclusions, material change and other conditions t'hat could limit recovery under those policies. Further, any insurance proceeds may not be
received on a timely basis in order to launch a spare satellite or construct and It&un&&;h a ~replhce&ent sat&:llitt; or take other remedial.measures. In
addition, the policies are subject to litr&itations involving &minsured losses, lard satellite p&&rforinatice deductibles and policy litnits.

Our ability to arrant and retain subscribers at aprofitabk keel in thefuture isuncertain,'e

spend substantial amounts on advertising and marketing and in transactions with automaI~ers, retailers and others to obtain and attract
subscribers. During 2011, we added 1,701.,860 net subscribers to our satellite radio service. Our ability to retain our subscribers, or increase the
number of subscribers to our service, in any given period i,s subject to many factors, including:

~ the price of our service, which we increased on January 1, 2012;
~ the health of the economy;
~ the production and sale of new vehicles in the United States;
~ our ability to convince owners and lessees of new and previously owned vehicles Ihat include satellite radios to purchase &ubsbription~&

to our service;

~ the effectiveness of our marketing programs;
~ the entertainment value of our programming; and

~ actions by our competitors, su.ch as terrestrial radio and other audio entertaimnent providers.

As pa&% of our business, we experience, a&nd expect to experience in the fixture subscriber turnover (i.e., churn). 1f we are unable to retain
current subscribers at expected rates, or the costs of retaining subscribers are higher than expected, our financial performance and operating
results could be adversely affected. We cannot predict how successful we will be at retaining customers who purchase or lease vehicles that.
include a prepaid promotional subscription to our satellite radio se]vice. During 2011, &ve converted 45% of the customers who received a
promotional subscription as part of the, purchase or lease of a new vehicle to a self-paying subscription, Over the same period, we have
experienced churn of our self-pay subscribers of 1.9% per month.

Average monthly revenue per subscriber, which we refer to as AINU, is 'another key metric we use to analyze our business. Ave&& the~ past
several years, we have focused substantial attention and efforts on balancing ARPU and subscriber adclitions. Our ability to maintain ARPlJ
over time is uncertain and depends upon various factors, ir&cluding:

~ the value consumers perceive in our service;

our ability to add and retain compelling progranurung;
~ the increasing competition we experience from. teirestrial and Internet radio; and
~ pricing and other offers we may make to attract new subscribers and retairt existing subscribers.
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If we are unable to consistently attract new subsoribers, and retain our current subscribers, at a sufficient level of revenues to be
profitable, the value of our common stook could decline, and without sufficient cash flow we may not be able to make the required payments
on our indebtedness and could ultimately default on our commitments.

oyaNesgor music rig'uiyincrease.
We must maintain music programming royalty arrangements with, and pay license fees to, BMI, ASCAP and SESAC. These

organizations negotiate with copyright users, collect royalties and distribute them to songwriters and music publishers. We have agreements
wilh ASCAP and SESAC lhrough 2016. We do nol have a delmilive agreemeut. with BMI and continue lo operale under an iulerim agreemenL
There can be no assurance that the royalties we pay to ASCAP, SESAC and BMI will not increase upon expiration of these arrangements.

Under the Digital Performance Right in Sound Recordings Acl of 1995 and the Digital Millennium Copyright Act of 1998, we pay
royalties to copyright owners of sound recordings. Those royalty rates may be established through negotiation or, ifnegotiation is unsuccessful,
by the CRB. Owners of copyrights in sound recordings have created SoundExchange, a collective organization, to collect and distribute
royalties. SoundExchange is exempt by statute trom U.S. antitrust laws and exercises significant market power in the licensing of sound
tecordmgs.

A rate setting proceeding commenced in Januaiy 2011, and, if negotiations with SoundExchange prove unsuccessful, new royalty rates
will be determined by lhe CRB and will be effective for the five-year period beginning in 2013. In November 2011, we filed our direct case in
that proceeding and requested the CRB to set a royalty rate payable by us under the statutory license covering the performance of sound
recordmgs over our satellite radio services at less than 7% of our gross revenues, subject to certain exclusions. In November 201 1,
SoundExchange also filed a direct case in the proceeding and reque~ the CRB to set a royalty rate under the statutory license of initially
12%, increasing by 2% each year during the term and up to a maximum of 20%, of our gross revenues. A hearing before the CRB in this
proceeding is scheduled to commence in 2012.

Failure to comply wiN FCC requirements couM damage our busmess.

We hold FCC licenses and authorizations to operate commercial satellite radio senses in the United States, including authorizations for
satellites and terrestrial repeaters, and related authorizations. The FCC generally grants licenses and authorizations for a fixed term. Although
we expect our licenses and authorizations to be icnewed in the ordinary course upon their expiration, there can be no assurance that this will be
the case. Any assignment or transfer of control of any of our FCC licenses or authorizations must be approved in advance by the FCC.

The operation of our satellite radio systems is subject to significant regulation by the FCC under authority granted through the

~'communications Act and related federal law. We are required, among other things, to operate only within specified frequencies; to meet certain

%a;
~iditions regarding the interoperability of oursatellite radios with those of other licensed satellite radio systems; to coordinate our satellite
Kio services with radio systems operating in the same range of frequencies in neighboring counties; and to coordinate our communications
links to our satellites with other systems that operate in the same frequency band. Non-compliance by us with these requirements or other
conditions or with other applicable FCC rules and regulations could result in fines, additional license conditions, license revocation or other
detrimental FCC actions. There is no guarantee that Congress will not modify the statutory framework governing our services, or that the FCC
will not modify its rules and regulations in a manner that would have a material impact on our operations.

The terms of our licenses, the order of the FCC approving the Merger, and the consent decrees we entered into with the FCC require us to
meet certain conditions. Non-compliance with these conditions could result in fines, additional license conditions, license revocation or other
detrimental FCC actions.



The unfavorableoutcome ofpending orfuture Nigatlon couldhave a'material adverse effect)

We are parties to several legal proceedings arising out of various aspects ~of our btusiness,~ including class action lawsuits alleging
violations of state consumer protection statutes. We are defending all claims against us'. The outcome of ihese proceedings may. not be .

favorable, and an unfavorable outcome may have a material adverse effect on our business or financial results..

Rapid technological and industry changes could adversely bnpact our services.

The audio entertainment industry is characterized by rapid technological change, frequent product innovations, changes in cu'stomer
requirements and expectations, and evolving standards. Ifwe are unable to keep pace with these changes, our business may not succeed.
Products using new technologies, or emerging industry standards, could make our technologies less competitive in'the inarketpiacel.

Fuiture ofother thirdparties toperform could adversely a+act our business.

Our business depends, in part, on various other third parties, including:
~ manufacturers that build and distribute satellite radios;
~ companies that manufacture and sell integrated circuits for satellite radios
~ programming providers and on-air talent;
~ retailers that market and sell satellite radios and promote subscriptions to our services; and
~ vendors that have designed or built and vendors that support or operate importan elements of our systems, such as our satellites and

customer service facilities.

If one or more of ihese ihird parties do noi perlorm in a saiisfacl ory or limely'anner, our business could be adversely affected. In
addition, a number of third parties on which we depend have experienced, and may in the future experience, financial difficulties or file for
bankruptcy protection. Such third parties may not be able to perform their obligations to us in a timely manner,'f at all, as a result of their
hnancial condition or may be relieved of their obligations io us as part of seekiug bankruptcy protection.

We design, establish specifications, source or specify parts and components, and manage various aspects of the logistics and production
of radios. As a result of these activities, we may be exposed to liabilities associated with the design, manufacture and distributibn dfradios iihatl

the providers of an entertainment service would not customarily be subject to, such as habihties for design defects, patent infringement and
compliance with applicable laws, as well as the costs of returned product.

Changes in consumerprotection laws and their enforcement could damage our business. ~

We engage in extensive marketing efforts to attract and retain subscribers to our services,'e employ, a wide variety of comniunications .

tools as part of our marketing campaigns, including telemarketing efforts; print, television,'radio and ojiiine advertising; and email solieitations.

Consumer protection laws, rules and regulations are extensive and have developed rapidly, particularly at the State level..Convener .

protection laws in certain jurisdictions cover nearly all aspects of our marketing efforts, including the content of our advertising, the terms of
consumer offers and the manner in which we communicate with subscribers aud prospective subscribers. We are engaged i'n considerable'ffortsto ensure that all our activities comply with federal and state laws, rules~ and regulations~ relating to consumer protection, including laws
relating to privacy. Modifications to federal and state laws, rules and regulations concerning consumerprotection, including decisions by
federal and state courts and agencies interpreting these laws, could have an adverse impact~on our ability to attract and retain subscribers to our
services. While we monitor the
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changes in and interpretations of these laws in consumer-related settlements and decisions, and while we believe that we are in material
compliance with applicable laws, there can be no assurances that new laws or regulations will not be enacted or adopted, preexisting laws or
regulations will not be more strictly enforced or that our varied operations will continue to comply with all applicable laws, which might

ersely affect our operations.

A Multistate Working Group o$ 30 State Attorneys General, led by the Attorney General of the State of Ohio, is investigating certain of
our consumer practices. The investigation focuses on practices relating to the cancellation of subscriptions; automatic renewal of subscriptions;
charging, billing, collecting, and refunding or crediting of payments from consumers; and soliciting customers. A separate investigation into
our consumer practices is being conducted by the Attorneys General of the State of 1'lorida and New York. Ln addition, the Attorney General of
the State of Missouri has commenced an action against us regarding our telemarketing practices to residents of the State of Misseuri.

Interruption orfailure ofour information technology and comnmnicat&ns systems couldnegativelyimpact our results and our brand.

We operate a complex and growing business. We offer a wide variety of subscription packages at different price points. Our business is
dependent on the operation and availability of our information technology and communication systems and those of third party service
providers. Any degradation in the quality, or any failure, of our systems could reduce our revenues, cause us to lose customers and damage our
brand. Although we have implemented practices designed to maintain the availability of our information technology systems and mitigate the
harm of any unplanned interruptions, we do not have complete redundancy for all of our information technology systems, and our disaster
recovery planning cannot anticipate all eventualities. We occasionally experience unplanned outages or technical difficulties. We could also
experience loss of data or processing capabilities, which could cause us to lose customers and could materially harm our reputation and our
operating results.

We are involved in continuing efforts to upgrade and maintain our information technology systems. These maintenance and upgrade
activities are costly, and problems with the design or implementation of system enhancements could harm our business and our results of
operations.

Our data centers and our information technology and communications systems are vulnerable to damage or interruption from natural
disasters, malicious attacks, fire, power loss, telecommunications failures, computer i~ses or other attempts to harm our systems.

If hackers were able to circumvent our security measures, we could lose proprietary information or personal information or experience
significant disruptions. If our systems become unavailable or suffer a security breach, we may be required to expend signi6cant resources to
address these problems, including notification under various federal and state data privacy regulations, and our reputation and operating results
could suer.

1 We rely on internal systems and exteiual ~g~~~ms maintained by manufacturers, distributors and service providers to take, fulfill and
die customer service requests and host certain online activities. Any interruption or failure of our internal or external systems could prevent

us 'from servicing customers or cause data to be unintentionally disclosed.

Ifivefail toprotect the secure ofpersonal information about our customers, eve couldbe subj ect to cos8y government enforcement
actions orprivate litigation and our reputation could suffer.

The nature of our business involves the moeipt and storage of personal information about our subscribers. Ifwe experience a data security
breach, we could be exposed to government enforcement actions and private litigation. In addition, our subscribers and potential customers
could lose confidence in our ability to protect their personal information, which could cause them to discontinue usage of our senses. Such
events could lead to lost future sales and adversely affect our results of operations.
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We mayfrom time to tknc modify our businessplan, and tbase changes could a&ersaly dggectus'and outfm'anclal don fMok,

We regularly evaluate our plans and strate~. These evaluations often remdt in changes to our plans and strategy, some ofwhich may be
material. These changes in our plans or strategy may include: the acquisition or termination of unique or compelling programming; the
introduction of new features or services; significant new or enhanced distribution arrl&geinenis; investments in

infrastructure,
such as satelli~

equipment or radio spectrum; and acquisitions of other businesses, including acquisitions tlhat are tarot direly telated to ottr satellite radio i

business.

Our subs&ntudindcbtcdness could adverselyaffect our uperadons and coukl limit our abilityto react to changes in the economy or our
industry

As ofDecember 31, 2011. we had an aggregate principal amount of approximately $3.1 billion of indebtedness. Our substantial
indebtedness has important consequences. For example, it:

~ increases our vulnerability to general adverse economic and industry conditions;,
~ requires us to dedicate a portion of our cash flow from operations to payments on indebtedness, reducing the availability of cashflow'o

fund capital expenditures, marketing and other general corporate activities;.

~ limits our ability to borrow additional funds or make capital expenditures;
~ limits our flexibility in planning for, or reacting to, changes in our business and the audio entertainment indus~; and
~ may place us at a competitive disadvantage compared to other competitors.

The instruments governing our indebtedness contain covenants that, among other things,'lace certain limitations on our ability to incur
more debt, pay dividends, make distributions, make investments, repurchase stook, create liens, enter into transactions with affiliates, enter into
sale lease-back transactions, merge or consolidate, and transfer or sell assets. Failure to comply with the covenants associated with this debt
ceuld result in an event of default, which, ifnot cured or waived, could cause us to secik the pmtection: of the bankruptcy laws,'isaontinus
operations or seek a purchaser for our business or assets.

Our broadcast studios, tarrestriul repeater nativorks, satellite uplinkfacil@ics 'pr othe groundfin„'illties couldbe damaged by natural
catastI'ophes or terrorist activitun.

An earthquake, tornado, Qood, terrorist attack or other catastrophic event could damage bur broadcast studios, terrestrial repeater
networks or satellite uplink facilities, interrupt our service and harm our business.

Any damage to the satellites that transmit to our terrestrial repeater networks would likely result in degradation of the affected service .

some subscribers and could result in complete loss of service in certain or all areas. Damage to out satellite uplink faci'lities could result in'a Q W
complete loss of either of our services until we could transfer operations to suitable back-up facilities. 'laMomagnadcintarfercncaPom ot&ars could damage our buainass.

Our satellite radio service may be subject to interference caused by other users of radio frequencies, such as RF lighting, ultra-wideband
technology and Wireless Communications Service ("WCS") users. The FCC has approved modifications to the rules governing the operations
of WCS devices in the spectrum adjacent to satellite radio, including rule chan~ges &at~faci~litate mobile broadband'acr~aces in the WCS
frequencies. We have opposed certain of the changes out of a concern for their'mpact'on the reception of satellite radio seNice; and have filed
a petition with the FCC asking the Commission to reconsider certain of the changes. We cannot predict the outcome of our petition for
reconsideration. The ultimate impact of certain of these rules changes onsatell'ite '7



radio reception is impossible to predict and dependent on numerous factors outside of our control, such as the design and implementation of
WCS systems and devices, the applications deployed through WCS devices, and the number of WCS devices ultimately adopted by consumers.

ur business may be impaired bp& third-party intellectualproperty rights.

Development of our systems has depended upon the intellectual property that we have developed, as well as intellectual property licensed
from third parties. If the intellectual property that we have developed or use is not adequately protected, others will be permitted to and may
duplicate portions of our systems or services without liability. In addition, others may challenge, invalidate, render unenforceable or circumvent
our intellectual property rights, patents or existing licenses or we may face significant legal costs in connection with defending and enl'orcing
those intellectual property rights. Some of the know-how and technology we have developed, and plan to develop, is not now, nor will it be,
covered by U.S. patents or trade secret protections. Trade secret protection and contractual agreements may not provide adequate protection if
there is any unauthorized use or disclosure. The loss of necessary technologies could require us to substitute technologies of lower quality
performance standards, at greater cost or on a delayed basis, which could harm us.

Other parties may have patents or pending patent applications, wltich will later mature into patents or inventions that may block our
ability to operate our system or license technologies. We may have to resort to litigation to enforce our rights under license agreements or to
determine the scope aud validity of. other parties'roprietary rights in the subject matter of those licenses. This may be expensive and we may
not succeed in any such litigation.

Third parties may assert claims or bring suit against us for patent, trademark or copyright infringement, or for other infringement or
misappropriation of intellectual property rights. Any such litigation could result in substantial cost, and diversion of effort and adverse findings
in any proceeding could subject us to significant liabilities to third parties; require us to seek licenses from third parties; block our ability to
operate our systems or license our teclmology; or otherwise adversely affect our ability to successfully develop and m.arket our satellite radio
systems.

LiberA& Media Corporation has

significant

influen over our business and affairs and its interests may differfrom ours.

Liberty Media Corporation holds preferred stock that is convertible into 2,586,976,000 shares of common stock. Pursuant to the termsot'he
preferred stock held by Liberty Media, we cannot take certain actions, such as certain issuances of equity or debt. securities, without the

consent of I.ibeity Media. Additionally, I,iberty Media has the right to designate a percentage of our board of directors proportional to its
interest. As a result, Liberty Media has significant influence over our business and affairs. The interests of Libby Media may differ from our
interests. The extent of Liberty Media's stock ownership in us also may have the effect of discouraging offers to acquire control of us. Under
its investment agreement, Liberty Media is subject to certain standstill provisions which expire in March 2012.

Our net operating loss carryfonvards could be substantially limited ifwe experience an ownership change as defined in the Internal
Revenue Code.

We have generated a federal net operating loss catryforward of approximately $7.8 billion tluough the year ended December 31, 2011,
and we may generate net operating loss carryforwards in future years.

Section 382 of the Internal Revenue Code of 1986, as amended (the "Code"), contains rules that limit the ability of a company that
undergoes an ownersltip change, which is generally any change in ownership of more than 50% of its stock over a three-year period, to utilize
its net operating loss carryforwards and certain built-in losses recognized in years after the ownership change. These rules generally operate by
focusing on ownership changes among stockholders owning directly or indirectly 5% or more of the stock of a company and any change in
ownership arising from a new issuance of stock by the company.



If we undergo an ownership change for purposes of Section 382 as a result of future transactions involving our common stock, including
purchases or sales of stock between 5'/o stockholders„our ability to use our net operating loss carryforwards and to recognize certain built-in
losses would be subject to the limitations of Section 382. T'e limitation on our ability to utilize tax losses and credit carryfbrw&ds arising from
an ownership change under Section 382 would depend upon the value of our equity at the time of any owntuship change. Given our current ~
market capitalization, any future ownership change will not negatively impact our ability to fully utilize our existing net operating losses witl~
the carryforward period. If we were to expnience a signifi&:ant decrease in equity value it is possible that a portion of our tax losses and credit
carryforwards could expire before we wou'id be ab]Ie to use them to offset future taxable income.

Special Note About Forward-Looking Stateinents

We have made various statements in this Annual Report on Form 10-K that may constitute "forward-looking statemenfs'~ within the ~

meaning of the Private Securities Litigation Reforru Act of 1995. Forward~looking statements may'lso be made in our other reports filed with
or furnished to the SFC, in our press releases and in other documents. ln addition, from time to time w', through our management, may make
oral forward-looking statements. Forward-looking statements aae subject to risks and uncertainties, including those identiTied above, w'hich.
could cause actual results to differ materially from such Mtements. The words "will likely result," "are expected to," "will continue,"'is
anticipated," "estimated," "believe," "intend," "plan," "'may," "should," "could. '~would," "likely," "proje:tion," "outlook'nd similar
expressions are intended to identify forward-looking statements. We caution you that the ri'sk factors described above are not exclusive. There
may also be other risks that we are unable to predict at this time that may cause actual results to differ materially from those in forward-looking
statements. New factors emerge from time to time, and. it is not possible for us to predict which. will arise or to assess with any precision the
impact of each factor on our business or the extent to which any factor, or comjbination of factors, may cause actual results to differ materially
Rom those contained in any forward-looking statements. Readns are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date on which they are made. We undertake no obligation to update publicly or revise any forward-
looking statements.

ITEM IB. UNRESOL VED STAFF COM'MENTS

None.

ITEM 2. PROPERTIES

Below is a list of the principal propeities that we own or lease:

Location

New York, NY

New York, NY
Washington, DC
Washington, DC
Lawrenceville, NJ
Deerfield Beach, FL
Farmington I-Iills, MI
Nashville, TN
Vernon, NJ
Ellenv ood, GA

Pa~rose
Corporate headquaiters and
studio/production facilities
Office facilities
Office and;studio/production facilities
Office facilities and data center
Office and technicaVengineering facilitiies
Office and technical/engineering facilitiies
Office and techuicaVengineering facilitiies
Studio/jproduction facilities
Technical/enyneerjing facilities
Technical/engineerjing facilities

OwnlLeaise

Lease

Lease
i Own

Oven
Lease
Lease
Lease
Lease
I 05m
iLease
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We also own or lease other small facilities that we use as offices fer our advertising sales personnel, studios and warehouse and
maintenance space. These facilities are not material to our business or operations. We also lease properties in Panama and Ecuador that we use
as earth stations to command and control satellites.

In addition, we lease or license space at over 650 locations for use in connection with the terre@Mal repeater networks that support our
, . ellite radio services. In general, these leases and licenses are for space oa building rooftops and communications towers. None of these
individual arrangements is material to our business or operations.

ITEM 3. LEG4L PROCEEDINGS

State Consumer Invesrigaiions . A Multistate Working Group of 30 State Attorneys General, led by the Attorney General of the State
of Ohio, is investigating certain of our consumer practices. The investigation focuses on practices relating to the cancellation of subscriptions;
automatic renewal of subscriptions; charging, billing, collecting, and refunding or crediting of payments from consumers; and soliciting
cllstoiilers.

A separate investigation into our consumer practices is being conducted by the Attorneys General of the Suite of Florida and the State of
New Yorl-. In addition, in September 2010, the Attorney General of the State of Missouri commenced an action against us in Missouri Circuit
Court, Twenty-Second Judicial Circuit, St. Louis, Missouri, alleging violations ofvarious consumer protection statutes, including the Missouri
Telemarketing ¹Call List Act. The suit seeks, among other things, a permanent injunction prohibiting us from making, or causing to be
made, telephone solicitations to our subscaibers in the State of Missouri who are on Missouri's no-call list, statutory penalties and
reimbursement of costs.

We are cooperating with these investigations and believe our consumer practices comply with all applicable federal and state laws and
regulations.

Carl Blessing et aL v. Sirius XMRadio Inc . We have settled the case titled Carl Blessing et aL v. Sirius XM Radio Inc. and the
settlement has been approved by the United States District Court for the Southern District ofNew York. Notices of appeal have been filed by
11 individuals seeking to overturn the settlement.

In December 2009, Carl Blessing, a subscriber, filed a lawsuit against us in the United States District Court for the Southern District of
New York. Mr. Blessing and several other plaintdFs purported to represent all subscribers who were subject to: an increase in the price for
additional-radio subscriptions from $6.99 to $8.99; the imposition of the US Music Royalty Fee; and the elimination of our free Internet
service. The suit claimed that the pricing changes showed that our merger with XM lessened competition or led to a monopoly in violation of

Clayton Act and that the merger led to monopolization in violation of the Sherman Act. Earlier the Court dismissed the plaintiffs'laims
breach of contraot and granted our motion for summiuy judgment as to various state law claims.

As part of the settlement, we agreed to: not raise the price of our basic satellite radio service or other programming packages or our
Internet services; not increase our US Music Royalty Fee; or not decrease our multi-radio discount prior to January 1, 2012. Existing
subscribers were also permitted to renew their current subscription plans at current rates prior to December 31, 2011. Former subscribers who
terminated their subscriptions after July 29, 2009 are entitled to receive, at their election, either: one month of our basic satellite radio service or
one month of our Internet service, at no charge. We also paid the costs ofproviding notice to the plaintifF class aud reimbursed counsel for the
plaintiffs for $ 13 million of their fees and expenses.

One Twelve, Inc. andDon Buchivald v. Siri us XMRadio Inc . In March 2011, One Twelve, Inc., Howard Stern's production company,
and Don Buchwald, Stern's agent, commenced an action against us in the Supreme Court of the State of New York, County of New York. The
action alleges that, upon the Merger, we failed to honor our obligations under the performancwbased compensation provisions of our prior
agreement dated
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October 2004 with One Twelve and Buchwald, as agent; One Twelve and Buchwald each'ssert a'laim of breach of contract. More
specifically, the complaint alleges that subscribers to the XM Satellite Radio servi'ce should have been counted as "Sirius subscribers"
following the Merger for purposes of provisions entitling One Twelve and Buchw~ald to compensation in the event that the numbet of "Sirius
subscribers" exceeded the projected grower mnounts of Sirius subscribers by certain ntagnitudes specified in t'e 2004 agreement for each'~
of that agreement. The suit seeks damages, plus interest and costs, in an amount to be determined. We, believe that the claims are without m~
and intend to vigorously defend this action.

We filed a motion for summary judgment on the: basis that the 2004 agreement is unambiguous; specifically., that the term "Sirius
subscribers," as used in the 2004 agreement, cioes not include subscribers to XM Satellite Radio following the Merger and, as a result, One
Twelve and Buchwald were not entitled to additional compensation for exceeding projected growth amounts of Sirius subscribers. The Court
heard oral argument on our motion for summa judgment in September 2011'.

OtherMatters . In the ordinary course of business, we are a defendant, in various lawsuits and arbitrati.on proceedings, including
derivative actions; actions filed by subscriber., both on behalf'of themselves and on a class action basis; former employees; pities to conlracts
or leases; and owners of patents, trademarks, copyrights or other intellectual property. None of the.se other actions are, in our opinion, likely to
have a material adverse effect on our business, financi.al condition or results of operations.

1TEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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1TEM 5. MAREET FOR REGISTRAIVT'S COMMOIV EOUITY, RELATED STOCEHOLDER MATTERS AIVD ISSUER
PURCIIASES OFEQUITYSECURITIES

Our common stock is traded on the Nasdaq Global Select Market under the symbol "SIRI.'* The following table sets forth the high and
low sales price for our common stock, as reported by Nasdaq, for the periods indicated below:

Year ended December 31, 2010
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

Year ended December 31, 2011
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

~Hioh Low

$1.18 $0.61
1.25 0.84
1.20 0.90
1.69 1.18

$1.88 $1A9
2.44 1.62
2.35 1.44
1.92 1.27

On February 7, 2012, the closing sales price of our common stock on the Nasdaq Global Select Market was $2.12 per share. On February
7, 2012, there were approximately 11,459 record holders of our common stock.

We have never paid cash dividends on our common stock. Our aMity to pay dividends on our common stock is currently limited by
covenants under our debt agreements. It is currently our intention to retain earnings if any, for use in our business. Our board of directors
discusses alternative uses of cash based on a variety of factors such as working capital levels, our debt repayment obligations or repurchase of
our debt, our cash requirements for acquisitions, and our return of capital to shareholders. See Note 13 to our consolidated financial statements
included in this Annual Report on Form 10-K.
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CORlPAMSOX OF CUMULATIVE TOTAL RETURNS

Set forth below is a graph comparing the cumula'hve perl'ormance ofour conlmon stock with'the Standard k. Poor's (~".omposite-500 Stock
Index, or the S8cP 500, and the NASDAQ Teleconunuuications Index from December 31, .2006 to December 31, 2011. The graph assumes~ th
$100 was invested on December 31, 2006:in each of our common stock. the SAP 500 and ihe NASDAQ Telecommunications!Index. T~here
were no dividends declared during these periods.

V~

K
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Nasdaq Telecommunications, index ~ SRP 500 Index ~ Sirius XM Radio lne,

Stocldw)lder Return Performance Table

December 31 2006
December 31, 2007
December 31 2008
December 31, 2009
December 31, 2010
December 31, 2011

Nasdaq
Tellecommnnications

]hdex
$ i[00 00
$ 109 17

$ 62.25
$ 92.27
$ 95 89

.23

S@P 500 Index
$ 100.00
$ 103 53
$ 63.69
$ 78.62
$ 88.67
$ 88.67

Sira s XIII Radio Inc.

$ 100.00
$ 85.59
$ 3.39
$ 16.95
$ 46.05
$ 51 Al



Equity Compensation Plan Information

F~lt v
(shares in thousands)

Equity compensation plans approved by
security holders

Equity compensation plans not approved by
security holders
Total

Number of
Securities to be

Issued upon
Exercise of

Outstanding
Options, Warrants

and Rights

462,086

462,086

Weighted-Average

Exercise Price of
Outstanding

Options, Warrants

and Rights

1.32

1.32

Number of
Securities

Remaining Available

for Future Issuance
under Equity
Compensation

Plans (excluding
Securities Reflected

in Column (a))
c

197,606

197,606

ITEM 6. SELECTED FINAVCIAL DATA

Our selected financial data set forth below with respect to the consolidated statements of operations for the years ended December 31,
2011, 2010 and 2009, and with respect to the consolidated balance sheets at December 31, 2011 and 2010, are derived from our audited
consolidated flnancial statements included in Item 8 of this Annual Report on Form 10-K. Our selected financial data set forth below with
respect to the consolidated statements of operations for the years ended December 31, 2008 and 2007, and with respect to the consolidated
balance sheets at December 31, 2009, 2008 and 2007 are derived from our audited consolidated financial statements, which are not included in
this Annual Report on Form 10-K. This selected financial data should be read in conjunction with the Consolidated Financial Statements and
related notes thereto included in Item 8 of this Annual Report on Form 10-K and "Management's Discussion and Analysis of Financial
Condition and Results of Operations" included in Item 7 of this Annual Report on Form 10-K.

(in thousands, exceptper share data)
2011

As ofand for the Years Ended December 31
2010 2M9M12 2NsN12

Statements of Operations Satat
al revenue
income (loss) attributable to common stockholders

Net income (loss) per share — basic
Net income (loss} per share — diluted
W'eighted average common shares outstanding — basic
Weighted average common shares outstanding — diluted
Balance Sheet Satat
Cash and cash equivalents
Restricted investments
Total assets
Long-term debt, net of current portion
Stockholders'quity (deficit)(3)

$3,014,524
$ 426,961
$ 011
$ 0.07

3,744,606
6,500 822

$ 773,990
$ 3,973
$7,495,996
$3,012,351
$ 704,145

$2,816,992
$ 43,055
$ 0.01
$ 0.01

3,693„259
6,391,071

$ 586,691
$ 3,396
$7,383,086
$3,021,763
$ 207,636

$2,472,638
$ (538,226)
$ (0.15}
$ (0.15)

3,585,864
3,585 864

$ 383,489
$ 3,400
$7,322,206
$3,063/81
$ 95,522

$ 1,663,992
$(5,316,910}
$ (2.45)
$ (2.45)

2,169,489
2,169,489

$ 380,446
$ 141,250
$ 7,527,075
$ 2,820,781
$ 75,875

$ 922,066
$ (565,252}
$ (0 39)
$ (0.39)

1,462,967
1,462,967

$ 438„820
$ 53,000
$ 1,687,231
$ 1,271,699
$ (792,737)

(1) The 2009 and 2008 results and balances reflect the adoption ofASU 2009-15, Accountingfor ON n-Share LendingArrangements in
Contemplation ofConvertible Debt Issuance or Other Financing .

(2) The 2008 results and balances reflect the results and balances of XM Satellite Radio Holdings Inc from the date of the Merger and a
$4,766,190 goodwill impairment charge.

(3) No cash dividends were declared or paid in any of the periods presented.
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ITEM 7. MANA GEMSENT'S DISCU&SIONAND ANALYSIS OF FINANCIAL CONDITIONAND RESUI.TS OF OPERAlTIONS

This Annual Report on Form 10-I contains forward-loolang statements within the meaning ofthe Private Secutities.Litigaticm Reform
Act of1995. Actual results and the timing ofevents could dier nsateri a11yfrom those projectedin forward-looking statements due to a number
offactors, including those described under "Item IA — Ris1c Factons" and elsewhere in this Annual Report. See "Special Note Regarding
Fo&w&ard-Look/ ng Statements. "

(All dollar amounts referencedin thi s Item 7 are in thousands, unless otherwise stated)

Executive Summary

We broadcast our music, sports, entertahxneut, come:dy, talk, news, traffic and weather channels in the United States on a subscription fee
basis through two proprietary satellite radio systems. S&ubscribers can also receive certain of our music and other channels over& the~ Internet&,

including through applications for mobile devices.

We have agreements with every major automaker ("OEMs") to offer satellite radios as factozy- or dealer-installed equipment in their
vehicles. We also distribute our satellite radios tluough retail locations nationwide and through our website. Satellite radio services are also
offered. to customers of certain daily rental car companies.

As of December 31, 2011, we had 21,892,824 subscribers. Our subscriber totals utclude subscribers under our regular pacing plans; i

discounted pricing plans, subscribers that have prepaicl& including payment.s either macle or due from automakem for subscriptions included in
the sale or lease price of a vehicle; activated radio, in daily rental fleet vehicles; certain subscrlbera to our Internet services; and certain
subscribers to our weather, traffic, data and video services,

Our primary source of revenue i&& subscription fees, with most of our customers subscribing on an atmual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscriptiion plans, as well as disc:ounts for multiple subscriptions on each
platform. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, ~the

direct sale of satellite radios, components and accessories, and other ancillary &,"ervlces, such as our Backseat TV, data and 0 cather~ servicea.

In certain cases, automakers include a subscription to out rad.io services i~n the sale or lease price 'of stew and pre-owned vehicles. The
length of these prepaid subscriptions varies, but is typicalll» three to twelve months. In many cases& we receive sub &oration payments 5om
automakers in advance of the activation of our service. We also reimburse various automakers for certain cost:-, associated with satellite rad,ios
installed in their vehicles.

We also have an equity interest in the satellite radio . erv lees offered in Canada. Subscribers to the Sirius XM Canada service are not
included in our subscriber count. In June 2011, Canadian Satellite Radio Holdings Inc. ("CSR"), the parent company of Xlvl C anacla, and'.&'anada

completed a transaction tn combine their operatior&s ('the Canada Merger'l).

25



2011 vs 2010
Chan e

A,ctual Results of Operations

Set forth below are our results ofoperations for the year ended December 31. 2011 compared with the year ended December 31, 2010 and
e year ended December 31, 2010 compared with the year ended December 31, 2009.

2010 vs 2009
For the Years Ended December 31, Chan e

2011 2010 2009 Amount o/o Amount o/o

Revenue:
Subscriberrevenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue
Operating expenses:

Revenue share and royalties
Programming and content
Customer service and billing
Satellite and transmission
Cost of equipment
Subscriber acquisition costs
Sales aud marketing
Engineering, design and development
General and administrative
Depreciation and amortization
Restructuring impairments and related

costs
Total operating expenses
Income from operations
Other income (expense):

Interest expense, net of amounts capitalized
Loss on extinguishment of debt and credit

facilities, net
Interest and investment income (loss)

ther income
Total other expense

Income (loss) before income taxes
Income tax expense
Net income (loss)
Preferred stock beneficial conversion feature
Net income (loss) attributable to common

stockholders

nm — not meaningful

$2,287,503
51,754
50,352
83,029

$2,595,414
73„672
71,051

274 387

$2,414,174
64,517
71,355

266,946
3,014,524 2,816,992 2,472,638

$ 181,240
9 155
(304)

7,441
197,532

8%
14%
(0%)
3%
7%

$ 126,671
12,763
21,003

183,917
344,354

4715149
281,234
259 719
75,902
33 095

434,482
222.773

53,435
238 738
267,880

435,410
305,914
241,680

80,947
35,281

413,041
215,454

45,390
240,970
273,691

397+10
308,121
234,456

84.033
40,188

340,506
228,956

41,031
227,554
309,450

35,739
(24,680)
18,039
(5,045)
(2,186)
21,441

7,319
8,045

(2,232)
(5,811)

8%
{8%)
7%

(6%)
(6%)
5%
3%

18%
(1%)
(2%)

38,200
(2,207)
7,224

(3,086)
(4,907)
72,535

(] 3,502)
4,359

13,416
(35,759)

63 800 32,807 63 800
13,1712,338,407 2,351,578 2+44,312

676,117 465,414 228,326 210,703

(100%)
(1%)
45%

30,993
107,266
237,088

(304,938) (295,643) (315,668) (9,295) (3%) 20,025

(120,120)
(5,375)
3 399

(7,206)
73,970

3,252
234 922 417,739

47,675
~4,620

441,195
~14234

426.961 4" 055

(267,646)
5,576
3,355

574,383
(346,057)

~5981
352,038

~186.188

112 914
79,345

~147)
182,817
393,520

~961 4
383,906

94%

(4%)
440/0

825%
(208%)
892%

147,526
(10,951)

44
156,644
393,732

1 361
395,093
186,188

26

$ 426,961 $ 43,055 $~538,226 $383,906 892% $581 281

6%
25%
42%

222%
14

10

(1%)
3%

{4%)
{12%)
21%
(6%)
11%
6%

(12%)

94%
5%

104%

6%

55%
(196%)

1%
27%

114%
23%

I 12%

108%



TotaE Revenue

Subscriber Revenue includes subscriIption fees, activation and other fees.

~ 2011 vs. ZOJ0: For the yetas ended December 31, 2011 and 2010, subscriber revenue was $2,595,414 and $2,414,174, respective
an increase of 8%, or $ 181,240. The i+crease was primarily attributable to an increase of 8% in daily weighted. average subscribers
an increase in sales of premium services, including Premier packages!, datura services and Internet subscriptions, ptu tially offset by the
impact of subscription discounts offered through customer acquisition and retention programs.

~ ZOJO vs. 2009: For the years ended December 31, .2010 and 2009,

subscriber

revenu was $2,414,174 and $2,287,503, respectively,
an increase of 6%, or $ 126,671. 'l.'he increase was primarily attributable to a 5% increase:in daily weighted average subscribers; an
increase in the sales of premium serviIces, including Premier packages, data services and knternet subscriptions; decreases in discounts
on multi-subscription and Internet packages and a $32,159 decrease in the impact of purchase price accounting adjustments
attributable to acquired deferred . ubscriber revenues, pattially offset by an increase in the number of subscribers on promotional plans.

The future growth of subscriber revenue v ill be dep ndent upon the growth of our subscriber base, conversion and churn rates,
promotions, rebates offered to subscribers and corresponding take-rates, plan mix,'ubscription prices and identification of additional revenue
streams from subscribers. We increased certain of our subscription rates beginning January 2012.

Advertising Revenue includes the sale of advertising on our non-music channels, net of agency fees. Agency fees are based on a
contractual percentage of the gross advert:Ising billing revenue.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, advertising revenue was $73,672 and $64,517, respectively, an
increase of 14%, or $9,155. The increase was primarily due to greater demand for audio advertising resulting in iihcreasesi in the
number of advertising spots sold as well as the rate charged per spot.

~ ZOEO vs. 2009: For the years ended December 31, .2010 and 2009, advertising revenue v as $64 517 and $51,754, respectively, an
increase of 25%, or $ 12,763. The increase wa.s primarily due to more effective sales efl'orts and improvements in the national market
for advertising.

Our advertising revenue is subject to fluctuation based on the effectiveness of ore sales efforts and the national economic enviromnent.
We expect advertising revenue to increase, as advertisers are attracted 'by the grovdx in.our subscriber base.

Equipment Revenue includes revenue and royalties from the sale of satellite radios, components and accessories.
~ 201 J vs. 2010: For the years ended December 31, .2011 and 2010, equipment revenue was $71.,051 ancl $71,355, respectively, a

decrease of $304. The decrease was driven by a reduction in aftermarket hardware subsidies earned partially offset by increa: ed
royalties from higher OEM production.

~ ZOEO vs. ZOO9: For the years ended December 31, .2010 and 2009, equipment revenue was $71.',355 and $50,352, respectively, an
increase of 42%, or $21,003. The increase wa.s driven by royalties from irIcreIised OElVI prodkIction and subsidies earned on
aftermarket radios and accessories.

We expect equipment revenue to fluctuate based. on OEM production. for which we receive royalty paytnents for our teclmology and., to a
lesser extent, on the volume and mix of equipment sales in our direct to consumer business.

Other Revenue includes amounts eatned from subscribers for the U.S. Music Royalty Fee, revenue from our Canadian affiliate and
ancillarv revenues.

~ ZO1 J vs. 2010: For the years ended December 31,:2011 and 2010, other revenue w'as $274,387 and $266,946, respectively. The
$7,441 increase was primarilli due to increased royalty revenue from Sirius
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XM Canada. While the number of subscribers subject to the U.S. Music Royalty Fee increased, that increase was offset by a reduction
in December 2010 in the rate charged on primaI3 subscriptions.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, other revenue was $266,946 and $83,029, respectively. The
$183.,917 increase was primarily due to the full year impact of the U.S. Music Royalty Fee introduced in the third quarter of 2009.

Other revenue is dependent upon the amount of the U.S. Music Royalty Fee and revenues from our Canadian affiliate. Other revenue will
fluctuate as additional subscribers become subject to the U.S. Music Royalty Fee and based on the performance of our Canadian affiliate.

Operating Expenses

Revenue Share and Royalties include distribution and content provider revenue share, advertising revenue share, residuals and broadcast
and web streaming royalties. Residuals are monthly fees paid based upon the number of subscribers using satellite radios purchased from
retailer. Advertising revenue sharc is recognized in revenue share and royalties in the period in which the advertising is broadcast.

~ 2011 vs. 2010: I'or the years ended December 31, 2011 and 2010, revenue share and royalties were $471,149 and $435,410,
respectively, an increase of 8%, or $35,739. For the year ended December 31, 2011, revenue share and royalties remained flat as a
percentage of total revenue. The increase in revenue sharc and royalties was primarily attributable to a 14% increase in our revenues
subject to royalty and/or revenue sharing arrangements and a 7% increase in the statutory royalty rate for the performance of sound
recordings, partially offset by a $ 18,974 increase in the benefit to earnings from the amortization of deferred credits on executory
contracts initially recognized in purchase price accounting associated with the Merger.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, revenue share and royalties were $435,410 and $397,210,
respectively, an increase of 10%, ol $38,200. For the year ended December 31, 2010, revenue share and royalties decreased as a
percentage of total revenue. The increase in revenue share was primarily attributable to a 12% increase in our revenues subject to
royalty and/or revenue sharing arrangements and an 8% increase in the statutory royalty rate for the performance of sound recordings,
partially offset by a decrease in the revenue sharing rate with an automaker and a $ 18,187 increase in the benefit to earnings from the
amortization of deferred credits on executory contracts initially recognized in purchase price accounting associated with the Merger.

We expect our revenue share and royalty costs to increase as our revenues grow and as a result of statutory increases in. the royalty rate
for the performance of sound recordings. Under the terms of the Copyright Royalty Board's decision, we paid royalties of 7.5% and 7.0% of
gross revenues, subject to certain exolusions, for the years ended December 31, 2011 and 2010, respectively, and will pay royalties of 8.0% for
2012. The deferred oredits on executory contracts initially recognized in purchase price accounting associated with the Merger are expected to
provide increasing benefits to revenue share and royalties through the expiration of the acquired executory contracts, principally in 20'l 2 and
013,

Programming and Content includes costs to acquire, create, promote and produce content. We have entered into various agreements with
third parties for music and non-music programming that require us to pay license fees, purchase advertising on media properties owned or
controlled by the licensor and pay other guaranteed amounts.

~ 20JJ vs. 20J0: For the years ended December 31, 2011 and 20'10, programming and content expenses were $281,234 and
$305„914, respectively, a decrease of 8%, or $24,680 and decreased as a percentage of total revenue. The decrease was primarily due
to savings in content agreements and production costs, partially offset by increases in personnel costs and an $8,394 reduction in the
benefit to earnings from purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit on acquired programming executory contracts.



~ 2010 vs; 2009: For the years ended December 31, 2010 and 2009, programming and content expenses were $305,914 Kd
$308,121, respectively, a decrease of 1%, or $2,207 and decreased as'a percentage of total revenue. The decrease Was'primarily due to
savings in content agreements and production costs, partially offset by mereases iu personnel costs, general operating.expenses and a .

$14,503 reduction in the benefit to earnings firm purchase price accounting adjustments associated with the Merger attributahle to~'mortizationof the deferred credit on acquired programmmg executory contracts.~

Based on our current programming offerings, we expect our programming and content expenses to decrease as agreemerits expire and are
renewed or replaced on more cost effective terms. The impact of purchase price accounting adjustments associated with the M'erger attributable
to the amortization of the deferred credit on acquired programming executory contracte wi~ll contiriue to decline, iri absolute amount aud as a
percentage of reported programming and content costs, through 2013.

Cusio~ner Service andBilling includes costs associated with the operation and management of third party customer service centers, snd'ursubscriber management systems as well as billing snd collectiou costs, transaction fees and bad debt expense.
~ 2011 vs. 201 0: For the years ended December 31, 2011 and 2010, austumet servicel and billing expenses were $259,719 and

$241,680, respectively, an increase of 7%, or $18,039 and remained flat as a percentage of total revenue. The increase was primarily
attributable to an 8% increase in daily weighted average subscribers which drove higher call volume, billing and 6olldctioln cdsts, ~

transaction fees, as well as increased handle time per call and personnel costs, This increase was partially offset by lower agent rates,
fewer contacts per subscriber and lower general operating costs.

~ 2010vs. 2009: For theyears ended December 31, 2010 and 2009, customer seivice and billing expenses were $241,680 aud
$234,456, respectively, an increase of 3%, or $7,224 but decreased as a percentage of total revenue. The increase was primarily due to
higher call volume driven by an increase in average subscribers and ntorei coittacts per subscriber,'partially offset by lower handle time
per call and lower agent cost as a result ofmoving calls to lower cost locations.

We expect our customer care and billing expenses to increase as our subscriber base grows.

Satellite and Transmission consists of costs associated with the operation and maintenance of our satellites; sateHite telemetry, tracking
and control systems; terrestrial repeater networks; satellite uplink facilities; broadcast studios; and delivery of our Internet'service.'

2011 vs. 2010: For the years euded December 31, 2011 and 2010, satellite and transmission expenses were $75,902 and $80,947,
respectively, a decrease of 6%, or $5,045 and deceased as a percentage of total revenue. The decrease was due to'avings in repeater'xpensesfrom network optimization along with favorable lease renewals, a reduction in satellite in-orbit insurance expense, and a
transition to more cost-effective approaches to satellite and broadcast operations.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, satellite and:transmission excuses were $80,947 and $84,033~
respectively, a decrease of 4%, or $3,086 and decreased as a percentage of total revenue. The decrease was primally due to savings
repeater expenses, partially offset by increased satellite insurance costs related to our FM-'5 sateHite.

We expect overall satellite and transmission expenses to increase as a result of costs ~associated with our enhanced internet-based features
and functionality, while costs associated with our in-orbit satellite fleet and terrestiial repeater network remain relatively flat. i

Cost ofZquipmeni includes costs from the sale of satellite radios, components arid accessories arid provisions for imbntdry alllodande
attributable to products purchased for resale in our direct to consumer distribution channels.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, coal,'ol'quipment was $33,095 and $35,281, respectively, a
decrease of 6%, or $2,186, aud remained flat as a percentage of total revenue. The decrease was primarily due to lower volume of
direct to consumer sales.
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~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, cost of equipment was $35,281 and $40,188, respectively, a
decrease of 12%, or $4,907, and decreased as a percentage of total revenue. The decrease was primarily due to lower inventory write-
downs, lower sales through disttdbutors and reduced costs to produce aftermarket radios.

We expect cost of equipment to vary with changes in sales, supply chain management, and inventory valuations.

Subscribe&.Acquisition Costs include hardware subsidies paid to radio manufacturers, distributors and automakers, including subsidies
paid to automakers who include a satellite radio and subscription to our service in the sale or lease price of a new vehicle; subsidies paid for
chip sets and certain other componenLs used in manufacturing radios; device royalties 1'or certain radios; commissions paid to retailers and
automakers as incentives to purchase, install and activate satellite radios; product warranty obligations; freight; and provisions for inventory
allowances attributable to inventor consumed in our OEM and retail distribution channels, The majority of subscriber acquisition costs are
incurred and expensed in advance of, or concurrent with, acquiring a subscriber. Subsctdber acquisition costs do not include advertising, loyalty
payments to distributors and dealers of satellite radios and revenue share payments to automakers and retailers of satellite radios.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, subscriber acquisition costs were $434,482 and $413,041,
respectively, an increase of 5%, or $21,441, and decreased as a percentage of total revenue. The increase was primarily a result of the
12% increase in gross subscriber additions and higher subsidies related to increased OEM installations occuITing in advance of
acquiring the subscriber, pa~%ally offset by improved OFM subsidy rates per vehicle and a $6,052 increase in the benefit to earnings
Rom the amortization of the deferred credit for acquired executory contracts recognized in purchase price accounting associated with
the Merger.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, subscriber acquisition costs were $413,041 and $340,506,
respectively, an increase of 21%, ol $72,535, and increased as a percentage of total revenue. The increase was primally a result of the
25% increase in gross subscriber additions and higher subsidies related to increased OEM installations occurring in advance of
acquiring the subscriber, partially offset by improved OEM subsidy rates per vehicle and an $18„275 increase in the benefit to earnings
&om the amortization of the deferred credit for acquired executory contracts recognized in purchase price accounting associated with
the Merger.

We expect total subscriber acquisition costs to fluctuate with increases or decreases in OEM installations and changes in our gross
subscriber additions. Declines in contractual OEM subsidy rates and the cost of subsidized radio components will also impact total subscriber
acquisition costs, The impact of purchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit for acquired executory contracts will vary, in absolute amount and as a percentage of reported subsctiber acquisition costs,
through the expiration of the acquired contracts„primarily in 2013, We intend to continue to offer subsidies, commissions and other incentives
to acquhe subscl Jbels,

Sa1es andj1ar1uting includes costs for advertising, media and production, including promotional events and sponsorships; cooperative
marketing; subscriber communications; customer retention aud personnel. Cooperative marketing costs include fixed and variable payments to

reimburse retailers and automakers for the cost of advertising and other product awareness activities performed on our behalf
~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, sales and marketing expenses were $222,773 and $215,454,

respectively, an increase of 3%, or $7,319, and decreased as a percentage of total revenue. The increase was primarily due to increased
subscriber communications and retention programs associated with a greater number of subscribers and promotional trials, partially
onset by reductions in consumer advertising and er ent marketIng.

~ 2010 vs. 2009: For the years ended December 3'1, 2010 and 2009, sales and marketing expenses were $215,454 and $228,956,
respectively, a decrease of 6%, or $ 13,502„and decreased as a percentage of total



revenue. The decrease was primally due to reductions in consumer advertisiug, event marketing and third party distribution support
expenses, partially offset by additional cooperative marketing and personnel costs.

Sales and marketing expenses will fluctuate on a quarterlv basis as we launch seasonal advertising and promotional initiatives to attract
new subscribers in existing and new distribution channels, and launch and expand programs to retain our existing subscribers and win-back
former subscribers.

Engineer.ing, Design and Development includes costs to develop chip sets an'd new products„research and development f'r broadcast
information sysiems and cosis associaied wiih ihe incorporation of our radius inio 'vehicles manufactured by auiomakers.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, engineering, design. and development expenses were $53,435 and
$45,390, respectively, an increase of 18%, or $8,045, and remained flat as a percentage of total revenue. The mcrease was pritnarily
due to higher product development costs and costs related to enhanced subscriber ~features and functionality, partially offset by lower
share-based payment expenses.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, engineering, design and development expenses vvere $45,390 and
$41,031, respectively, an increase of 11%, or $4,359, and rem.ained flat as a percentage of'otal revenue. The increase was prhnarily
due to higher personnel, overhead and aftermarket product development costs.

We expect engineering, design and development expenses to increase in future periods as we develop our next generation chip sets and
products,

General and Administrative includes executive management, rent and occupancy, finance, legal, human resources, utfotmation 'echnology,insurance and investor relations costs.

~ 2011 vs. 2010: For the years ended December 31, 201 li and 2010, general and administrative expenses were $238,738and'240,970,respectively, a decrease of 1/o, or $2,232, and decreased as a percentage of total revenue. The decrease was primarily due to
lower share-based payment expense, as well as lower general operating expenses, including rent, insurance and information
technology costs.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, general and administrative expenses were $240,970 and'227,554,respectively, an increase of'%, or $ 13.,416, and decreased ~as a~ percentage of total revenue. The increase was prim ugly due
to increased personnel and legal costs, petially offset by lower share-based paymentt."xpense.'e
expect our general and administrative expenses to increase in future periods primarily as a result of enhanced infmmation teclmolo

and personnel costs to support the growth of our business.

Depreciation andAmortization represents thc svstematicrecognItion in earnIngs of the acquisition cost of assetsusetl in operates,'ncludingour satellite constellations, property, equipment and intangible assets, over their estimated service lives.

~ 2011 vs. 2010: For the years ended December 31, 2011 and. 2010 depreciation and amortization expense was $267.,880 and
$273,691, respectively, a decrease of'/o, or $5,811, and decreased as a percentage of total revenue. The decrease was primarily due to
a reduction in the amortization of subscriber relationships, partially offset by depreciation recognized on. additional assets placed in
service.

~ 2010vs. 2009. For ihe years ended December 31, 2010 and 2009, depreciation and amortization expense was $273,,691 and
$309,450, respectively, a decrease of 12%, or $35,759, and decreased as a.
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percentage of total revenue. The decrease v as primarily due to a $38,136 reduction in the depreciation of acquired satellite
constellation and amortization of subscriber relationships, partially offset by depreciation recognized on additional assets placed in-
servlce.

4 We expect depreciation expenses io increase in future periods as we complete cons~ction and launch our FM-6 satellite, which will be
. rtially offset by reduced amortization associated with the su~ed-up basis in assets acquired in the Merger (including intangible assets,
satellites, properly and equipment) through the end of their estimated service lives, principally through 2017.

Restractari ng, Impai rinents andRelated Costs represents charges related to the re-organizal,ion of our staff and resiructuring of contracts,
as well as charges related to the impairment of assets when those costs are deemed to provide no future benefit.

~ 2011 vs. 2010: In 2011, we did noi record any restructuring, impairments, snd related costs. For ihe year ended December 31, 2010,
restructuring, impairments and related costs were $63,800 primarily due to the impairment of our FM-4 satellite as a result of the
launch ofXM-5 in 2010, and contract terminations.

~ 2010 vs. 2009. For the years ended December 31, 2010 and 2009, restructuring, impairments snd related costs were $63,800 and
$32,807, respectively, an increase of 94%, or $30,993. The increase was primarily due to the impairment of our FM-4 satellite as a
result of the launch of XM-5 in 2010, and contract termination costs in the year ended December 31, 2010 compared to losses incurred
on oapitalized installment payments which were expected to provide no future benefit due to the counterparty's bankruptcy filing in
the year ended December 31, 2009.

Other Ineante (Expense)

Interest Expense, Net ofAntounts Capitalized, includes interest on outstanding debt, reduced by interest capitalized in connection with the
construction of our satellites and related launch vehicles.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, interest expense was $304,938 and $295,643, respectively, an
increase of 3%, or $9,295. The increase was primarily due to lower capitalized interest related to the construction ofour satellites and
related launch vehicles, partially offset by the mix of outstanding debt with lower interest rates.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, interest expense was $295,643 and $315,668, respectively, a
decrease of 6%, or $20,025. The decrease was primarily due to decreases in the weighted average interest rate on our outstanding debt
in the year ended December 31, 2010 compared to the year ended December 31, 2009 and the redemption of XM's 10% Senior PIK
Secured Notes due 2011 on June 1, 2010.

Following the launch of our FM-6 satellite, which is anticipated during the first half of 2012, the capitalization of interest expense relateddaR'he construction of our satellites and related launch vehicles will be eliminated. As a result, we expect interest expense io increase, offset~Yrtially as our outstanding debt decline duc to retirements at maturiiy, redemptions and repurchases.

Loss on Extinguishment ofDebt and Credit Facilities, Net, includes losses incurred as a result of the conversion and retirement of certain
debt.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, loss on extinguishment of debt and credit facilities, net, was
$7,206 and $120,120, respectively, a decrease of 94%, or $112,914. During the year ended December 31, 2011, the loss was incurred
on the repayment ofour 11.25% Senior Scoured Notes due 2013 and our 3.25% Convertible Notes due 2011. During the year ended
December 31, 2010,
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the loss was incurred on the repayment of our Senior Secured Term Loan due 2012 and 9,625% Senior Notes due 2013 and XM's 10%
Senior PIK Secured Notes due 2011 and 9.75% Senior Notes due 2014, as well as the partial repayment of XM's 11.25% Senior:
Secured Notes due 2013 and our 3.25% Convertible Notes due 2011. I

~ 2010 vs. 2009: I'or the years ended December 31, 2010 and 2009, loss on extinguishment of debt and credit facilities, net, was
$120,120 and $267,646, respectively, a decrease of 55%, or $ 147,526. During the year en'ded'December 31, 2010I, thel lose wasin~ on the repayment of our Senior Secured Term Loan due 2012 and 9.625% Senior Nates due 2013 and. XM s 10% Senior PIE
Secured Notes due 2011 and 9.75% Senior Notes due 2014, as well as the partial repayment ofXM's 11.25% Senior Secured Notes
due 2013 and our 3.25% Convertible Notes due 2011. During the year ended December 31, 2009, the loss was incurred on the
retirement of our 2.5% Convertible Notes due 2009, the extinguishment of ou'r Term Loan and Purchase Money L'oan'with Liberty
Media, the repayment of the XM's Amended and Restated Credit Agreement due.2011, the partial repayment'of XM's 10'/O
Convertible Senior Notes due 2009 and the termination ofXM's Second Lien Credit Ayeement.

Interest and Investment Income (Loss) includes realized gains and losses, dividends, interest income, our share of Sirius Canada "s and
XM Canada's pre-merger net losses, our share af the income (loss) of Sirius XM Canada and gains related to the Canada Merger.

~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, interest imd investment incoine (loss) was $73,970 and ($5,375),
respectively, an increase of $79,345. The increase was attributable to a net gain realized as a result of the Canada Merger. This
transaction resulted in the recognition of a $75,768 gain recordedin interest and investment income. The gain'was partialIy offset'by'urshare ofnet losses at our Canadiau affiliate.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, interest and investment (loss) income was ($5,375) and $5,576,
respectively, a decrease of 196%, or $ 10,951. The denease in income wak prilmarily attributable to higher'net'losses at XM Canada
and Sirius Canada and a decrease in payments received from Sirius Canada in excess 'of the carrying value of our uivestments, partially
offset by the gain on sale of auction rate secuiities during the year ended December 31, 2010.'In addition, we recorded an impairnient.
charge on our investment in XM Canada during the year ended Decerhbei'1,'2009.

Income Taxes

Income Tax Expense primarily represents the deferred tax liability related to the difference in accounting for our FCC licenses, winch are
amortized over 15 years for tax purposes but not amortized for book purposes in accordance with GAAP, foreign withholding 'taxes oitroyalty'ncome

and the state tax impact of the suspension ofnet operating loss ("NOL") use in California and Illinois.
~ 2011 vs. 2010: For the years ended December 31, 2011 and 2010, incoine tax expense was $14,234 and $4,620, respectively, an

increase of 208%, or $9,614, primarily duc to an incrcasc in thc applieabla state cffcctivc tax tate,~ foreign~withholding taxes on royalty
income and the state tax impact of the suspension ofNOL use in Cal'ifornia and Illinois.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, income tax expense was $4,620 and $5,981, respectively., a
decrease of 23%, or $ 1,361, primarily as a result of a decrease in the applicable state effective tax rate and foreigti withholding taxes
on royalty income.

In assessing the recoverability of our deferred tax assets, management regularly considers whether some portion or all af the deferred tax
assets will not be realized based on the recognition threshold and measurement of tax positions in accordance with the InchmelTmI Topic af the
FASB Accounting Standards Codification (the "Income Taxes Topic"). The ultimate realization of. deferred tax assets is dependent upon the
generation of future
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taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled reversal of
deferred tax assets and liabilities, projected taxable income and tax planning strategies in making this assessment. Management's evaluation of
the realizability of deferred tax assets considers both positive and negative evidence. The weight given to the potential effects of positive and

ative evidence is based on the extent to which it can be objectively verified. Our conclusion with regard to maintaining or releasing the
ation allowance gives consideration to a variety of factors including but not limited to: (a) our ability to utilize net operating losses within

e carryforward period, (b) a three-year cumulative pre-tax income, (c) current period taxable income and (d) the expectation of future
earnings. After weighting this evidence. management will conclude whether it is more likely than noi that our deferred tax assets will be
realized.

We have maintained a deferred tax valuation allowance against our deferred tax assets through December 31, 2011. In 2010, we had our
first year of pre-tax earnings, but continued to generate taxable losses. For the year ended December 31, 2011, we have continued to report
positive earnings and have generated taxable income. If such earnings trends continue, we may realize the benefits of all or a significant portion
of our net deferred tax assets in 2012 through a reduction in our deferred tax valuation allowance. This would result in an income tax benefit
that would be reflected in net income. As of December 31, 2011, we had approximately $3 4 billion of valuation allowances established against
the deferred tax assets.
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Subscriber Data 'he

following table contains actual subscriber data for the years ended December 31., 2011, 2010 and 2009, respectively.

Beginning subscribers
Gross subscriber additions
Deactivated subscribers
Net additions
Fnding subscribers

Self-pay
Paid promotional

Ending subscribers

Self-pay
Paid promotional

Net additions

Daily weighted average number of subscribers
Average self-pay monthly chum
New vehicle consumer conversion rate

2011

20,19'Q,964
8,696,02Q

Q&5,994,16+0

1,701,860
21,892,824
1'7,908,742
3,984,08&2

2 1,892,8:!4

1,221„943
479,917

1,701.860

20,903,908
19%
45%

201 0

18,772,758
7 768 827

(6,350,62/1
1,418,206

20,190,964

16,686,799
3,504,165

20,190,964

982,867
435,339

1,418,206

19,385,055
1.9oFo

46%

200!9

19,003,856
6,208,482

18,772,758

15,703,932
3,068,826

18,772,758

154,275

(23],098$
18,529,696

2.0%
4'v%

Unaud1ted
lier the Years Ended December 3~1  t

Note: See pages 45 through 51 for a glosstny of te&ms.

Subscribers. At December 31, 2011, we had 21,892,824 subscribers, an increase of 1,701,860 subscribers, or 8'Fo, from the 20,190,',964
subscribers as ofDecember 31, 2010.

~ 2011 vs. 2010: For the years ended. Decem'ber 31, 2011 ancl 2010, net additions were 1 701,860 ancl 1,418,206, respectively, an
increase in net additions of 20%, or 2N,654. The improvement is due'to the 1.2% increase in gross subscriber additiods, pfimkrily ~

resulting from an increase in U.S. light vehicle sales, new vehicle penetration and rehuning subscriber ac1ivations inclusiveof'reviouslyowned car acquisitions. This increase in gross additions was partially offset by the 10Fo increase in dea~ctivations, Which
was primarily due to an increase in paid promotional trial volt&mes along with grou& in our subscriber base.

~ 2010 vs. 2009: For the years ended. Decem'ber 31,;&010 ancl 2009, net additions were 1,418,206 and (231,098), respectively, an
increase in net additions of 1,649,304„The improvement was due to the 25% increase in gross subscriber addibon,i, primally result~
from an incrcasc in U.S. light vchiclc sales, ncw vchiclc pcnctration and returtung'ubscriber activations.

Average SelfpayMonthly Chtttv& is derived by dividing the monthly avel&age~of self-pay deactivations for the quarter by the average self-
pay subscriber balance for the quarter. (See accompanying glossary on pages 45 through 51 for more detail's.)

~ 2011 vs. 2010: For the years ended. Decem'ber 31, 2011 ancl 2010, our average self-pay monthly chum rate was~ 1.9%o. The ~

consistent churn rate exhibits stability in the continued de&nand for and satisfaction with our service from existing lsubscribers.l

~ 2010 vs. 2009: For the years ended. Decemiber 31, 2010 ancl 2009, our average self-pay monthly chum rate 'e as~ 1.9% and 2! 0%!,
respectively. The decrease was due to an improving economy, the success of retention andi win-back progtzns and reductions in non-
pay cancellation rates.
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¹w Vehicle Cansumer Conversion Rate is the percentage of owners and lessees of new vehicles that receive our service and convert to
become self-paying subscribers after an initial promotional period. The metric excludes rental and fleet vehicles. (See accompanying glossary
on pages 45 through 51 for more details).

~ 2011 vs. 201 0: For the years ended December 31, 2011 and 2010, the new vehicle consumer conversion rate was 45% and 46%,
respectively. The decrease was primarily due to the changing mix of sales among OEMs and operational issues impacting the timing of
the receipt of customer information and prompt marketing communications with buyers and lessees of vehicles.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, the new vehicle consumer conversion rate was 46% and 45%,
respectively. The increase was primarily due to improved marketing to promotional period subscribers and an improving economy.

The discussion of operating results below excludes the effects of stock-based compensation and purchase price accounting adjustments
associated with the Merger. Financial measures and metrics previously reported as "pro forma'" have been renamed "adjusted."

Adjusted Results of Operations

In this section, we present certain financial performance measures that are not calculated and presented in accordance with generally
accepted. accounting principles in the United States of America ("Non-GAAP"). These Non-GAAP financial measures include: average
monthly revenue per subscriber, or ARPU; subscriber acquisition cost, or SAC, per gross subscriber addition; customer service and billing
expenses, per average subscriber; free cash flow; adjusted total revenue; and adjusted EBITDA. These measures exclude the impact of certain
purchase price accounting adjustments. We use these Non-GAAP financial measures to manage our business, set operational goals and as a
basis for determining performance-based compensation for our employees.

The purchase price accounting adjustments include the elimination of the earnings benefit of deferred revenue associated with our
investment in Sirius XM Canada, the recognition of subscriber revenues not recognized in purchase price accounting and the elimination of the
earnings benefit ot'eferred credits on executory contracts, which are primarily attributaMe to third party arrangements with an OFM and
programming providers.

Our adjusted EBITDA aLso reallocates share-based payment expense from functional operating expense line items to a separate line
vvithin operating expenses. We believe the exclusion of share-based payment expense from functional operating expenses is useful given the
significant variation in expense that can result from changes in the fair value as determined by the Black-Scholes-Merton model which varies
based on assumptions used for the expected life, expected stock price volatility and risk-free interest rates; the effect of'which is unrelated to
the operational conditions that give rise to variations in the components of our operating costs.

Free cash flow is a metric that our management and Board of Directors use to evaluate the cash generated by our operations, net of capital
nditures and other investment activity. In a capital intensive business, with significant historical and current investments in satellites, we
at our operating cash flow, net of these investing cash outflows, to determine cash available for future subscriber acquisition and capital

expenditures, to repurchase or retire debt, to acquire other companies and to evaluate our ability to return capital to stockholders. We believe
free cash flow is an indicator of the long-term financial stability of our business. Free cash flow, which is reconciled to "Net cash provided by
(used in) operating activities", is a non-GAAP financial measure. This measure can be calculated by deducting amounts under the captions
"Additions to property and equipment" and deducting or adding "Restricted and other investment activity" fiom "Net cash provided by (used
in) operating activities" from the consolidated statements of cash flows. Free cash tlow should be used in conjunction with other GAAP
financial performance measures and may not be comparable to free cash flow measures presented by other companies. Free cash flow should
be viewed as a supplemental measure rather than
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an alternative measure of cash flows from operating activities, as deteimined in accordance with GAAP. Free cash low is ~limited and does not
represent remaining cash flows available f'or discretionary expenditures due to the fact that the measure does not d&xluct the payments required
for debt maturities. We believe free cash flow provides useful supplemental inkornjiati&In td inv'estors regarding our current and pro jected cash
flow, along with other GAAP measures (sllich as cash flows from operating and investing activities), to determine our financial condition, an
to compare our operating performance: to other commt&nications, euterl&mnent and media companies.

We believe these Non-GAAP fmancial measures pro&vide useful information lto iiltvestors~ regarding our financial condition and results of
operations. We believe investors fmd these Non-GAAP fmancial performance~ measures useful in evaluating our core trends because it provides
a direct view of our underlying contractual costs. We belie ve iuve.&lors use our current and projected adjusted IJBITDA to estimate our current
or prospective enterprise value and to make investment de:isions. By providing these Non-GAAP financial measures„ together with the
reconciliations to the most directly comparable GAAP measure, we believe we are enhancing investors'nderstanding of our business and. our
results of operations.

These Non-GAAP financial measures should be viewed in addition to, atid not as an'aitetnative for or superior to, our reported results
prepared in accordance with GAAP. Please refer to the glossaiy (pages 45 through 51) for a further discusrion of such Non-GAAP financial
measures and reconciliations to the most directly comparable GMQ'easure.

The following table contains our key operating metrics based on our unaudited adjusted results of'perations for the year'sended'ecember

31, 2011, 2010 and 2009, respectively:

!011

Unaudlited
Per the Years Ended Deeemher 31,

2010 2009
(in thousands, exceptfor per subscriber anrn&nts)

ARPU
SAC, per gross subscriber addition
Customer service and billing expenses, per average subscriber
Free cash liow
Adjusted total revenue
Adjusted EBITDA

$ 11.58 $ 11.73
$ I 155 $ 59
$ 1,03 $ 1.03
$ 415,742 $ 210,481
$3,025,4I34 $2„838,898
$ 731,018 $ 626,288

$ 10.95
$ 63
$ 1.05
$ 185,319
$2,526 703
$ 462 5,39

Note: See pages 45 through 51 for a glossmy of tel&ms.

ARP U is derived from total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscribers for
the period. (See accompanying glossaiy on pages 45 tlirough 51 for more details.)

~ 20J J. vs. 2010: For the years ended December 31, 2011 and 2010, ARPU was $11.58 and $ 11 73, resliectively. The': dedrea~e was
driven primarily by an increase in subscription discounts offered through customer acquisition and retention progi'ams and the decrease
in the U.S. Music Royalty Fee rate, partially offset by an increase in sales of our premium services including Premier packages, data
services and Internet subscriptions.

~ 2010 vs. 2009: For the years ended December'.31, 2010 and 2009, ARPU was $11.73 and $10.95, respectively The increas'e was
driven primarily by the full year impact of the. U.S. Music Royalty Fee inttroduced~ in the third quarter of 2009„ increased revenues froin
the sale ofPremier packages, decreases in discourits on multi-sub. cription and Internet packages,,and increased net advertising
revenue, partially offset by an increase in the number of subscribers on promotional plans..
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SAC, Per Gross Subscriber Addition, is derived from subscriber acquisition costs and margins from the direct sale of radios and
accessories, excluding share-based payment expense and purchase price accounting adjustments, divided by the number of gross subscriber
additions for the period. (See accompanying glossary on pages 45 through 51 for more details.)

~
I

~ 201 I vs. 20I0: 1"or the years ended December 31, 2011 and 2010, SAC, per gross subscriber addition, was $55 and $59,
respectively. The decrease was primarily due to lower per radio subsidy rates for certain OEMs and growth in subscriber reactivations
and royalties from radio manufacturers.

~ 20I0 vs. 2009: For the years ended December 31, 2010 and 2009, SAC, per gross subscriber addition, was $59 and $63,
respectively. The decrease was primarily due to lower per radio subsidy rates for certain OEMs and growth in subscriber reactivations
and royalties from radio manufacturers compared to the year ended December 31, 2009, partially oftset by increased OEM
installations of factory-installed satellite radios.

Customer Service andBilling Expenses, PerAverage Siibscri ber, is derived from total customer service and billing expenses, excluding
share-based payment expense and purchase price accounting adjustments, divided by the number of months in the period, divided by the daily
weighted average number of subscribers for the period. (See accompanying glossary on pages 45 through 51 for more details.)

~ 20II vs. 2010: For the years ended December 31, 2011 and 2010, customer service and billing expenses, per average subscriber,
were $ 1.03.

~ 20I0 vs. 2009: For the years ended December 31, 2010 and 2009, customer service and billing expenses, per average subscriber,
were $ 1.03 and $ 1.05, respectively. The decrease was primarily due to lower call center expenses as a result of moving calls to lower
cost locations, partially offset by higher call volume.

Free Cash F/ow includes the net cash provided by operations, additions to property and equipment, and restricted and other investment
activity. (See accompanying glossary on pages 45 through 51 for more details.)

~ 20II vs. 2010: For the years ended December 31, 2011 and 2010, free cash flow was $415,742 and $210,481, respectively, an
increase of $205,261. Net cash provided by operating activities increased $30,735 to $543,630 for the year ended December 31, 2011
compared to the $512,895 provided by operations for the year ended December 31, 2010. Capital expenditures for property and
equipment for the year ended December 31, 2011 decreased $ 174,439 to $ 137,429 compared to $311,868 for the year ended
December 31, 2010. The increase in net cash provided by operating activities was primarily the result of improved operating
peiformance driving higher adjusted EBITDA cash received from the Canada Merger, higher collections from subscribers and
distributors, and the repayment in the first quarter of 2010 of liabilities deferred in 2009. The decrease in capital expenditures for the
year ended December 31, 2011 was primarily the result of decreased satellite construction and launch expenditures due to the launch in
2010 of our XM-5 satellite. The increase in restricted and other investment activities was driven by the retiirn ot capital resulting trom
the Canada Merger, partially offset by proceeds from the sale of im estment securities in the year ended December 31. 2010.

~ 20I0 vs. 2009: For the years ended December 31, 2010 and 2009, free cash flow was $210,481 and $ 185,319, respectively, an
increase of $25,162. Net cash provided by operating activities increased $79,065 to $512,895 for the year ended December 31, 2010
compared to the $433,830 provided by operations for the year ended December 31, 2009. Capital expenditures for property and
equipment for the year ended December 31, 2010 increased $63,357 to $311,868 compared to $248,511 for the year ended
December 31, 2009. The increase in net cash provided by operating activities was primarily the result of growth in deferred revenue
and changes in net assets. The increase in capital expenditures for the year ended December 31, 2010 was primarily the result of
satellite construction and launch expenditures for our XM-5 and FM-6 satellites.
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Adjusted Total Revenue. Our adjusted total revenue includes the recoguiticm of deferred subscriber revenues acquired in the Merger
that are not recognized in our results under puzchase price accounting and the elimination of the benefit in earnings from ddfezsed zuvcazue i

associated with our investment in XM Canada acquired in the Merger. (See the accompanying glossary on pages 45 thxough 51'ormore
details.)

Unaudited
For theYears Ended December 31.

2011 2010 2009
(ia ttmureads)
Revenue:

Subscriber revenue
Advertising revenue, net ofagency fees
Equipment revenue
Other revenue
Purchase price accounting adjustments:

Subscriber revenue
Other revenue

Adjusted total revenue

$2,595,414
73,672

'1,051

274,387

3,659
7351

$3,025.434

$2,414,174
'4',517

71,355
266,946

14,655
7,251

$2,838,898

$2,287,503
51,754
50,352
83,029

46,814
7,251

$2,526,703

AdjustedEBITDA. EBITDA is defined as net income (loss) before interest and, investment income (loss), interest expense, net of
amounts capitalized; income tax expense and depreciation and amortization. Adjusted EBITDA zumoves the impact ofother income aud
expense, losses on exbnguishmcmt of debt as weil as certain other charges, such as goodwill impairment; restructuring, impairments aud related
costs; certain purchase price accounting adjustments aud share-based paymeut expense. (See the accompanying giossazy on pages 45 through
51 for more details):

~ 2011 vs. 2010: For the years cmded December 31, 2011 and 2010, adjusted HBITDA was $731,018 aud $626+88, respectively,: an
increase of 17%, or $104,730. The increase was primarily due to an increate ot'784, oii $186/36 in adjustud revenues, partially offset
by an increase of4%, or $81,806, in expenses included in adjusted EBITDA. The increase in adjusted revenues whs pHm06ly Hue~to'heincrease in our subscriber base. The increase in expenses was prim'azily driven'by higher revenue share and royalties expenses
associated with growth in revenues, increased customer service and billing expenses 00soctiated with subscriber gzcwth an4higher'ubscriberacquisition costs related to the l2% increase in gross additions,~partially offset by lower progzainming and content costs.

~ 2010 vs. 2009: For the years ended December 31, 2010 and 2009, adjusted HBITDA was $626+88 and $462,539, xespectively,'an
increase of 35%, or $163,749. The increase was primarily due to an in&use ok 12JYo, or $312,l95,~ in adjusted revenues, partially offset
by an increase of 7%, or $148,446, in expenses included in adjusted EBITDA.~ Thh indzea& inl zevhm6 wah pdmazjily due iIo thb
increase in our subscriber base and the introduction of the U.S. Music'Royalty'ee in the thizd'cpartmof 2009, as well as increased ~~
adverusmg and equipment revenue, decreases in discounts on multi-subsciiption and Internet packages, and tm increase inlthe Isalcz of ~

"Best of" progrnrn~ing, partially offset by an increase in the number 6f siibscijibezjs od prcImo6ontII plIms. The increase in expenses
was primarily driven by higher subscriber acquisition costs related to the 25'Ye increase in gross additions aud higher rdvenIue shard and
royalties expenses associated with growth in revenues subject to revenue shazmg and royalty ammgements.



Liquidity and Capital Resources

Cash Fhnvsfor the Year Ended December 31, 2011 Compared mdi the Year Ended December 31, 2010 and Year Ended December 31,
2010 Compared tvith the Year EndedDecember 31, 20W

As of December 31, 2011 and 2010, we had $773,990 and $586,691, respectively, in cash and cash equivalents. The following table
sents a summary of our cash flow activity for the years set forth below:

2011
For the Years Ended December 31

2010 2011 vs. 2010 2010 vs. 2009

Net cash provided by operating activities
Net cash used in investing activities
Net cash used in fmancing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of

period
Cash and cash equivalents at end of period

$ 543,630
(127,888)

~228,443}
187,299

586,691
$ 773,990

$ 512,895
(302,414)

~7.279
203,202

383,489
$ 586,691

$ 4334830
(248,511)

~(1 82,276
3,043

380,446
$ 383,489

$ 30,735
174,526

~221. } 64
(15,903)

203,202
$ 187,299

$ 79,065
(53,903)
174,997
200,159

3,04)
$ 203,202

Cash Flo}vs Provided by OperatingActivities

Cash provided by operating activities increased by $30,735, or 6%, to $543,630 for the year ended December 31, 2011 from $512,895 for
the year ended December 31, 2010. Cash provided by operating activities increased by $79,065, or 18%, to $512,895 for the year ended
December 31, 2010 from cash provided by operating activities of $433,830 for the year ended December 31, 2009. The primary drivers of our
operating cash flow growth have been improvements in profitability and changes in operating assets and liabilities.

~ Our net income (loss) was $426,691, $43,055, aud ($352,038) for the years ended. December 31, 2011, 2010 and 2009, respectively.
Our net income grou& has been primarily due to growth in our subscriber revenues which increased by $ 181,240, or 8%, and
$126,671, or 6%o, for the years ended December 31, 2011 and 2010, respectively.

~ Net adjustments to net income (loss) were $66„975, $357,743„and $564,902 for the years ended December 31, 2011, 2010 and 2009,
respectively. Significant components of adjustments to net income, and their impact on cash flows from operating activities, include;

For the Years Ended December 31
2010

Depreciation and, amortization
Restructuring„ impairments and related costs
Loss on extinguishment of debt and credit facilities, net
Gain on merger of unconsolidated entities
Share-based payment expense
Other non-cash purchase price adjustments

$ 267,880
$
$ 7,206
$ (75,768)
$ 53,190
$(275,338)

$ 273,691
$ 66,731
$ 120,120
$
$ 60,437
$(250„727)

$ 309„450
$ 26„964
$ 267,646
$
$ 73,981
$(202,054)

Depreciation aud amortization expense is expected to increase in future periods as we recognize depreciation expense after the
construction and launch of our PM-6 satellite and continue to invest in our information technology, broadcast, and facilities
infra structures.
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Included in restructuring, impairments and related costs for the year ended December 31, 2010 are contract termination costs of
$7,361 and a loss on the full impairment of our FM-zi'- satellite of $56.,100.

Loss on extinguishment of debt and credit facilities, net„.includes losses incurred ~as ai result af the conversion and retirem~ent of certain.
debt instruments. Future charges related to the retii.ement or conversions of debi, are dependent upon many factors, including the conversion
price of debt or our ability to refinance or retire specific debt iristrumcnts.

Gain on merger of unconsolidated entities represents the gain on the Canada .'Merger which c] osed in .Tune 2011.

Share-based payment expense is exp&ected to increase in future periods as we grant equity awards to our employees and directors.
Compensation expense for share-based awards is recorded in the financial statements based on'the fair value of the underlying equity awards.
The fair value of stock option awards is determined using the Black-Scholes-h'(erton option-pricing model which i. subject to various
assumptions including the market price of our common stock, estiraated forfeiture rates of awards and the volatility of our stock price. The fair
value of restricted shares and restricted stock units is based on the inarket price of our common stock at date of grant.

Other non-cash purchase price arljustments include liabilities recorded as a result of the Merger related to executory contracts with an
OEM and certain programming providers, as well as ainortizat:ion resuIIting from changes in the value of defeired revenue as a result of the
lvlerger.

Changes in operating assets and liabilities contributed $49,694, $112.,097'nd $220,966 to operating cash flows for the years ended
December 31, 2011 2010 and 2009, respectively. Significant changes:in operating assets and liabilities inchide, the timing of collections from
our customers, the repayment of the XM Canada credit facility, and the tiniing of payments to vendors and related parties. As we continue to
grow our subscriber and revenue base, we expect that defeirred reveiiue and am'ounts dkie fi'om customers and distributors i%ill dontinue~ to ~

increase. Amounts payable to vendors are also expected to increase as our Ibusiness grows. The timing of payments to vendors and related'artiesare based on both contractual commitments and the terms and conditions of our vendors.

Cash Flows Used in h&vesting Activities

Cash used for investing activities consists primarily of capital expenditures foi propeity arid equipment. We will continue to incur
significant costs to improve our terrestrial repeater network and broadcast and administrative irifrastrncture. In addiition, we will continue to
incur capital expenditures associated with our FM-6 satellite, vthich is scheduled for launch in the first half of 2012. After the launch of our
FM-6 satellite, we anticipate no significant satellite capital expenditures for several years until it becomes necessary to replace satdllitek in 'aur'leet.

The decrease in cash used for investing activities was primarily due to lower capital expenditures for consiiuction of our satellites an~
related launch vehicles follov ing the launch of our. XM-5 satellite in 2010.

Cash Flows Used in Financing Activities

Cash flows used in financing activities have generally been the result of the issuauce arid repayment of long-term debt and related party
debt and cash proceeds from exercise of stock options. Proceeds from long-terin debt, related party debt and equity issuances h'ave'been used to
fund our operations, construct and laurich nevv satellites and invest in other infrastructure improvements.

~ The increase in cash tlows used in financing activjities was priinarily due tb th&L 2011 repaymetzt of the remaining balance of our
1L25% Senior Secured Notes due 2013 and 3.25% Convertible Notes due 2011



without issuing new debt. In 2010, we repaid our Senior Secured Term Loan due 2012, 9.625% Senior Notes due 2013, XM's 10%
Senior PIK Secured Notes due 2011 and 9.75% Senior Notes due 2014. We also partially repaid XM's 11.25% Senior Secured Notes
due 2013 snd our 3.25% Convertible Notes due 2011. We issued the following new debt in 2010; our 8.75% Senior Notes due 2015
snd 7.625% Senior Notes due 2018.

Financings and CapitalRequirenmds

We have historically financed our operations through the sale of debt and equity securities. The Certificate ofDesignations for our Series
B Preferied Stock provides ilist, so long ss Liberty Media beneficially owns at least half of ih initial equity investmeni, Liberty Media's
consent is required for certain actions, including the grant or issuance of our equity securities and the incurrence of debt (other than, in general,
debt incurred to refinance existing debt) in amounts greater than $ 10,000 in any calendar year.

Future Liquidity and CaJpitai Resource Requirements

Wc have ontcrcd into various agrccmcnts to design, construct, and launch our satcllitcs in thc normal course of business. As disclosed in
Note 17 in our consolidated financial statements in Item 8 of this Annual Report on Form 10-K, as of December 31, 2011, we expect to incur
expenditures of approximately $60,517 and $5,526 in 2012 and 2013, respectively, and an additional $48,545 thereafter, the majority of which
is attributable to the construction and launch of our FM-6 satellite and related launch vehicle.

Based upon our current plans, we believe that we have sufficient cash, cash equivalents and marketable securities to cover our estimated
funding needs. We expect to fund operating expenses, capital expenditures, working capital requirements, interest payments, taxes and
scheduled maturities of our debt with existing cash and cash flow from operations, and we believe that we will be able to generate sufficient
revenues to meet our cash requirements.

Our ability to meet our debt and other obligations depends on our future operating performance and on economic, fmancial, competitive
and other factors. We continually review our operations for opportunities to adjust the timing of expenditures to ensure that sufficient resources
are maintained.

We regularly evaluate our business plans and strategy. These evaluations often result in changes to our business plans and strategy, some
of which may be material and significantly change our cash requirements. These changes in our business plans or strategy may include: the
acquisition of unique or compelling programming; the introduction of new features or services; significant new or enhanced distribution
arrangements„ investments in infrastructure, such as satellites, equipment or radio spectrum„'nd acquisitions, inoluding aoquisitions that are
not directly related to our satellite radio business, In addition, our operations are affected by the FCC order approving the Merger, which
'" iposed certain conditions upon, among other things, our program offerings.

Debt Covenants

The indentures governing our debt include restrictive covenants. As ofDecember 31, 2011, we were in compliance with our debt
covenaii'ts.

For a discussion of our "Debt Covenants", refer to Note 13 to our consolidated 1'inancial statements in Item 8 of this Annual Report on
Form 10-K.

0+-Balance SheetArrangements
We do not have any significant off-balance sheet financing arrangements other than those disclosed in Note 17 to our consolidated

financial statements in Item 8 of this Annual Report on Form 10-K that are reasonably likely to have a material effect on our financial
condition, results of operations, liquidity, capital expenditures or capital resources.

42



Contractual Cash Commitments

For a discussion of our 'Contractual Cash Comn&itments,," refer to Note 17 to oui cottsolidated financial statements in Item 8 of ties
Annual Report on Form 10-K.

RelatedParty Transactions 0
For a discussion of "Related Party Transactions," refer to Note 11 to our consoliclated financial stateruents in Item 8 of this Annual Report

on Form 10-K.

CriticalAccounting Policies and E'stimulates

Our consolidated financial statements are prepared in accordance: with U.S. GAAP, which require management to make estimates and
assumptions that affect the reported amourits of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the periods. Accounting estimates re quire the use of sigruficant manageruent assumptions and judgment&s as to
future events, and the effect of those events cannot be predicted with certainty. The accounting estimates will change as new events occur,
more experience is acquired and more information is obtained. We evaluate and update our assumptions and estimates on an ongoing basis and
use outside experts to assist in that evaluation when we deem riecessar&i. We have disclosed all significant accounting policies in Note 2 to our
consolidated financial statements in Item 8 of this Annual Report on I'orm 10-K.

Goodwill . Goodwill represents the excess of the purchase price over the estimated fair value ofnet tangible and identifiable intangible
assets acquired in business combinations. Our Mmual impairment assessment of our single reporting unit is perfornted as of October 1 '& of each
year. Assessments are performed at other times if events or circumstances indicate it is more likely than not that the asset is impaired. Step one
of the impairment assessment compares the fair value of the entity to its carrying value and if the fair value exceeds its carrying value, goodwill
is not impaired. If the catrying value exceeds the fair value, the imjplied fair value of goodvrill is compared to the carrying value of goodwill; an
impairment loss will be recorded for the aruotmt the cartying value exceeds the implied fair value. At Octo'ber I, 2011, the fair value of our
single reporting unit substantially exceeded its canying value and therefore was not at risk of failing step one of ASC 350-20, Good&vill ('ASC
350-20"). Subsequent to our annual evaluation of the canying value of goodwill, there wete no events or circumstances that triggered the need
for an interim evaluation for impairment. As a result, there were no changes in~the barr&ling valise df our goodwill during the years ended
December 31, 2011 and 2010.

Long-Lived and Indefinite-Lived Assets . We cany our long-lived asseis at'cosk less ac&:umulat&:d amotfization and depreciation. We
review our long-lived assets for impairmerit whenever events or changes m circumstances indicate that the carrying amount of t&n a'sset is not
recoverable. At the time an impairment in the value of a long-lived asset is identified, the impairment is measured as the amount by which the
canying amount of a long-lived asset exceeds its fair value.

Our annual impairment assessment of indefinite-lived assets, our FCC licenses and trademark, is performed as of October 1st of each yea&
and an assessment is made at other times if events or changes in chcumstances indicate that it is more likely than not that the asset isimpaired.'o

determine fair value, we employ an expected present value technique, which utilizes multiple cash flow scenarios for the FCC licenses and'rademarkthat reflect the range of possible outcontes and an appropriate discount rate.

We use independent appraisals to assist in determining the fair value of our PCC licenses and trademark. The income approach, vrhic'h is
commonly called thc "Jefferson Pilot Method" or the 'reenfield Method', has been consistently used to estintate the fair value of our FCC
licenses. This method attempts to isolate the income that is properly attributable to the license alone (that is, apart from tangible and intangible
assets and goodwill). It is based upon modeling a hypothetical "Greenf'ield" build-up to a normalized enterprise that, by design., lac'ks inherent
goodwill and has essentially purchased (or added) all other assets as part of. the build-up process. The



methodology assumes that, rather than acquiring such an operation as a going concern, the buyer would hypothetically obtain a license at
nominal cost and build a new operation with similar attributes from inception. The significant assumption was that the hypothetical start up
entity would begin its network build out phase at the impairment testing date and revenues and variable costs would not be generated until the

llite network was operational, approximately five years from inception. The "Relief from Royalty" method valuation approach was utilized
alue our trademark. This methodology involves the estimation of an amount of hypothetical royalty income that could be generated if the

sset was licensed from an independent, third-patty owner. The value of the intangible is the present value of the prospective stream of
hypothetical royalty income that would be generated over the useful life of the asset.

At October 1, 2011, the fair value of our 1'CC licenses and trademark substantially exceeded the carrying value and therefore was not at

risk of impairment. Subsequent to our annual evaluation of the carrying value of our long-lived assets, there were no events or circumstances
that triggered the need for an interim impairment evaluation.

There were no changes in the carrying value of our indefinite life intangible assets during the years ended December 31, 2011 and 2010.

Useful Life ofBroadcast/Transmission Svstem . Our satellite system includes ihe costs of our satellite construction, launch vehicles,
launch insurance, capitalized interest, spare satellite, terrestrial repeater network and satellite uplink facilities. We monitor our satellites for
unpairment whenever events or changes in circumstances indicate that the carrying amount of the asset is not recoverable.

We currently expect our first tv-o in-orbit Sirius satellites launched in 2000 to operate effectively through 2013, our FM-3 satellite, v'hich
was also launched in 2000, to operate effectively through 2015, and our FM-5 satellite, launched in 2009 to operate effectively through 2024.
In December 2010, we recorded an other than temporary charge for our FM-4 satellite, the ground spare held in storage since 2002. We operate
five in-orbit XM satellites, three of which function as in-orbit spares. Two of the three in-orbit spare satellites were launched in 2001 and the
other in 2010 while the other two satellites were launched in 2005 and 2006. We estimate that our XM-3, XM-4 and XM-5 satellites will meet
their 15 year predicted depreciable lives, and that the depreciable lives of XM-1 and XM-2 will end in 2013.

Certain of our in-orbit satellites have expeiienced circuit failures on their solar arrays. We continue to monitor the operating condition of
our in-orbit satellites. If events or circumstances indicate that the depreciable lives of our in-orbit satellites have changed, we will modify the
depreciable life accordingly. If we were to revise our estimates, our depreciation expense would change. For example, a 10% decrease in the
expected depreciable lives of satellites and spacecraft control facilities during 2011 would have resulted in approximately $20,614 of additional
depreciation expense.

Income Taxes . Deferred income taxes are recoyuzed for the tax. consequences related to temporary differences between the carrying
amount of assets and liabilities for financial reporting purposes and the amounts used for tax purposes, based on enacted tax laws and statutory

x rates applicable to the periods in which the differences are expected to affect taxable income. A valuation allowance is recognized when,
ed on the weight of all available evidence, it is considered more likely than not that all, or some portion, of the deferred tax assets will not
realized.. Income tax expense is the sum ot'urrent income tax plus the change in deferred tax assets and liabilities. As of December 31, 2011

and 2010, we maintained a full valuation allowance against our deferred tax assets due to our pidor history of pre-tax losses and uncertainty
about the timing of and ability to generate taxable income in the future and our assessment that the realization of the deferred tax assets did not
meet the 'more likely than not" criterion under ASC 740.

RecentAccounting Pronouncements

In May 2011, the FASH issued Accounting Standards Update No. 2011-04, Amendments to Achieve Common Fait Value Measurement
and Disclosure Requirements in US. Gal sP and International Financial Reporting Standards (Topic 820) - Fair Value Measurement CASU
2011-04"), to provide a consistent
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definition of fair value and ensure that the fair value measurement and disclosure requirements are similar between U.S. GAAP and
International Financial Reporting Standards. ASU 2011-04 changes certain fair value meaeuement principles and enhances the disclosure
requirements particularly for Level 3 fair value measurements. The amendments are not expected to have a significant impact on companies
that apply U.S. GAAP. This standard is effective for interim and annual periods beginning afterDecember 15, 2011 and will be applied
prospectively. The impact of our pending adoption of ASU 2011-04 will not be material td om'oiisoli'dated financial statetnents.'n

June 2011, the FASB issued Accounting Standards Update No. 2011-05, Comprehensive Incoine P'opic 220) —. Presentation.of .

Coviprehensi ve Income ("ASU 2011-05"), to require an entity to present the total ef comprehensive income, the components of net income,
and the components of other comprehensive income either in a single continuous stateinent of comprehensive income or m two separate but
consecutive statements. ASU 2011-05 eliminates the option to present the components of other coinpreheiisive income as part of the statement
of equity. The standard does not change the items which must be reported in other comprehensive income, hov'uch items are measured or
when they must be reclassified to net income. This standard is effective for interim and armual periods beginning after Deceinber 1~5,2011~and'ill

be applied retrospectively. The FASB has deferred the requirement to present 'reclassi6cation iidju'atmos'for each component of
accumulated other comprehensive income in both net income and other compv'ehensive income. Companies are required to either present'mountsreclassified out of other comprehensive income on the face of the financial statenients or disolose those amounts in the notes to the
Gnancial statemenis. During the deferral period, there is no requirement io separately present or disclose ihe reciassification adjustments into
net income, The effective date of this deferral will be consistent with the effective date of the ASU 2011-05. ASU 2011-05 affects financial
statement presentation only and will have no impact on our results of operations or financial position.

Glossury

Adiusted ESlT9A — EBITDA is defined as net income (loss) before interest and investment income (loss)', interest expense, net of
amounts oapitalized; income tax expense and depreciation and amortization. We adjust EBITDA to remove the impaot of other inoome
and expense, loss on extinguishment of debt as well as certain other charges discussed below. This measure is one of'the ~primary Non-
GAAP financial measures on which we (i) evaluate the performance of our businesses, (ii) bise our internal budgets and (iii) compensate
management. Adjusted EBITDA is a Non-GAAP fmancial performance measure that excludes (if applicable): (i) certain adjustments as a
result of the purchase price accounting for the Merger, (ii) goodwill impairment, (iii) restructuring, impairments,:and'related costs,
(iv) depreciation and amortization and (v) share-based payment expense. The purchase price accounting adjustments includei (i) the
elimination of deferred revenue assooiated with the investment in XM Canada, (ii) reoognition of deferred subsoriber revenues not
recognized in puiehase price accounting, and (iii) elimination of the benefit of deferred credits on executory contracts,which're'rimarily

attributable to third party arrangements with an OEM and progiamtning prcviders. We'.believe'.adjusted HBITDA i8 a usi+il
measure of the underlying trend of our operating performance, which providhs useful information about our business apart from the costs
associated with our physical plant, oapital struoture and purchase price accounting. We believe investors find this Non-GAAP financial
measure useful when analyzing our results and comparing our operating performance to the performance of other coinmunications, 'ntertainmentand media companies. We believe investors use current and projected adjusted EBITDA to estimate our current and
prospective enterprise value and to make investment decisions. Because we fund and build-o'ut oiu satellite radio system through the
periodic raising and expenditure of large amounts of capital, our results of operations reflect significant charges for depreciation expense,
The exclusion of depreciation aud amortization expense is useful given significaut variation in depreciation and amoitizationl exIiens& thiit
can result from the potential variations in estimated useful lives, all of which~ can~ varJJ widely'cross different industries or among
companies within the same industry. We believe the exclusion of restructuritig, iinpairments and related costs is useful given~the mature of
these expenses. We also believe the exclusion of share-based payment expense is us@ui given the significant'ariation in expense thai can
result from changes in the fair value as determined using the Black-Scholcs-Merton model which var'ies base'd oii assumptioris used fbr
the expected life, expected stock price volatility and risk-free interest rates.
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Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statement ofoperations of certain
expenses, including share-based payment expense and certain purchase price accounting for the Merger. We endeavor to compensate for
the limitations of the Non-GAAP measure presented by also providing the comparable GAAP measure with equal or greater prominence
and descriptions of the reconciling items, including quantifying such items, to derive the Non-GAAP measure. Investors that wish to
compare and evaluate our operating results after giving effect for these costs, should refer to net income as disclosed in our consolidated
statements of operations. Since adjusted EBITDA is a Non-GAAP financial performance measure, our calculation of adjusted EBITDA
may be susceptible to varying calculations; may not be comparable to other similarly titled measures of other companies, and should not
be considered in isolation, as a substitute for, or superior to measures of financial performance prepared in accordance with GAAP. The
reconciliation ofnet income (loss} to the adjusted EBITDA is calculated as follows (in thousands):

Unaudited
For the Years Ended December 31,

Net income (loss} (GAAP):
Add back items excluded from Adjusted HBITDA:

Purchase price accounting adjustments
Revenues (see pages 47-49}
Operating expenses (see pages 47-49)

Share-based payment expense, net ofpurchase price accounting
adjustments

Depreciation and amortization (GAAP)
Restructuring, impairments and related costs (GAAP)
Interest expense, net of amounts capitalized (GAAP)
Loss on extinguishment of debt and credit facilities, net (GAAP)
Intere~d and investment (income) loss (GAAP)
Other income (GAAP)
Income tax expense (GAAP)

Adjusted EBITDA

2011

$ 426,961

10,910
(277,258)

53,369
267,880

304,938
7,206

(73,970)
(3,252)
14+34

$ 731,018

21,906
(261,832)

54,065
(240,891)

63 309
273.691

63,800
295.643
120,120

5:375
(3,399)
4 620

$ 626288

78,782
309.450

32,807
315,668
267,646

(5,576)
(3,355)
5,981

$ 462,539

2010 2009

$ 43.055 $(352,038)
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Adtusted Revenues and Goerabntf Expenses — We define this Mott-GAAP!fimtncial measure as out actual revenues and operating
expenses adjusted to exclude the impact of certain purchase price accounting adjustments and share-based payment expense. We use this
Non-GAAP financial measme to manage our business, set operational gcals and as a lbasis for determining perforraarice-Based
compensation for our employees. The following tables reconcile our actual revenues and operating expenses to our adjusted reveaues s~:
operating expenses for theyears ended December 31, 2011, 2010 and 2009:

(in thousands)
Revenue:

Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue

Operating expenses
Cost of services:

Revenue share aud royalties
Programming snd content
Customer service and billing
SateGite and transmission
Cost ofequipment

Subscriber acquisition costs
Sales and marketing
Engineering, design and development
Geacral and administrative
Depreciation and amortization (a)
Res~turin, impaixments aad related

costs
Share-based payment expense (b)

Total operating expeime

As Renorted

$2,595,414
73,672
71,051

274,387
$3,014,524

471,149
281,234
259,719

75,902
33,095

434,482
222,773

53,435
238,738
267,880

$2,338,407

$ 3,659 $

7+51
$ 10,910 $

126,941
49,172

18
313

(6,212)
(1,502)
(2,678)

85,49,1
15433

31
59

(8,193)
(4.851)

(29,933)

$ 277958
53,369

$

Vnaudited For the Year Ended December 31, 2011
PurchasePrice

ZUlocalloa of
Accounting Share-based

Adinstments Ferment Ennense I Aditstedl

$2,599,073
73,672
71,051

281,638
$3,025.434

598,090
324,194
258,235

73,537
33„095

519,973
229,813
48,615

208,864
267,880

53,369
$2.615,665

(a) purchase price accounting adjustments included above exclude the ineretnental deprecation and amortization associated with the
$785,000 stepped up basis in property, equipment aad intangible assets as a result of the Mexjm. The incr'eased depreciation and'mortizationfor the year ended December 31, 2011 was $59,000.

{b) Amounts related to share-based payment expense included in operating expenses were as follows:

Programming aud content
Customer service and billing
Satellite and transmimon
Sales snd marketing
Engineering, desiga and development
General and administrative
Total share-based paymeat expense

$ 6,185
1,484
2,659
8,166
4,820

29,874
$ 53,188

$ ,,27,
18
19
27
'31

'9

$ 181

$ $ 6,212
1,502
2,678
8,193
4,851

29,933
$ 53,369
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(in thousands)
Revenue:

Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue

Operating expenses
Cost of services:

Revenue share and royalties
Programming and content
Customer service and billing
Satellite and transmission
Cost ofequipment

Subscriber acquisition costs
Sales and marketing
Engineering, design and development
General and administrative
Depreciation and amortization(a}
Restructuring, impairments and misted

costs
Share-based payment expense(b)

Total operating expenses

As Ronorted

$2,414,174
64p17
71,355

266,946
$2,816,992

435,410
305,914
241,680

80,947
35,281

413,041
215,454

45,390
240,970
273,691

63,800

$2351,578

Accounting
Adiustmants

Allocation or
Share-based

Payment Exnense

$ 14,655 $

7251
$ 21.906

107,967
57,566

281
1,170

79,439
13,983

520
906

(10,267)
(2+07)
(3,397)

(9,423)
(5,868)

(32,147)

$ 261,832 $
63,309

Unaudited For the Year Ended December 31. 3010
PurchasePrice

Adiusted

$2,428,829
64,517
71,355

274,197
$2,838,898

543,377
353+13
239,754

78,720
35,281

492,480
220,014

40,042
209,729
273,691

63,800
63309

$2,613,410

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amortization associated with the $785,000
stepped up basis in property, equipment and intangible assets as a result of the Merger. The increased depreciation and amortization for the
year ended December 31, 2010 was $68,000.

(h) Amounts related to share-ba~ payment expense included in operating expenses were as follows:

Programming and content $ 9,817 $ 450 $ $ 10267
Customer service and billing 1,926 281 2,207
Satellite and transmission 3,109 288 3,397
Sales and marketing 8,996 427 9,423
Engineering, design and development 5,348 520 5,868
General and administrative 31+41 906 32 147

Total share-based payment es.pense $ 60,437 $ 2,872 $ $ 63 309
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Unaudited 1For tbe Year Raded December~sl:!009
Purchase Price

(in thousands)

Revenue:
Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue

Operating expenses
Cost of services:

Revenue share and royalties
Programming and content
Customer service and billing
Satellite and transmission
Cost ofequipment

Subscriber acquisition costs
Sales and marketing
Engineering, design and development
General and adminisbative
Depreciation and amortization(a)
Restructuring, impairments and related

costs
Share-based payment expense(b)

Total operating cxpcnscs

As R~eorted

$2,287,503
31~754
50,352
83,029

$2,472,638

397,210
'308,121
234,456

84,033
40,188

:340,506
228,956

41,031
227,554
;'309,450

32,807

$2,244,312

Accounting
Adljustrnents

$ 4b,814

7,251
$ 54,065

89,780
7:?,069

453
1,339

61,164
13,507

97'7

1,602

$ 240,891

Allocation of
Sbalre-based

P:avment Espouse

(9,720)
(2,504)
(3,202)

(10,264)
('i,856)

(47,236)

78,782

Ad dsted

$2,334,3].7
51,754
50,3'i2
90,280

$.2 52,6 703

486,990
370,470
232,405

82 170
40,188

401 670
232,199

36,152
181,920
309.4'iO

32,8(?7
78 782

$.'2,485,20

0

$ 9,720

3,202
10,264
5,856

47,236
$ 78 782

(a) Purchase price accounting adjustments included above exclude the incremental depreci.ation and amortization associated xvith tihe $785',000
stepped up basis in property, equipment and intangible assets as a resu]t of the Merger. Tht: increased depreciation and amortization for the
year ended December 31, 2009 was $ 106,000.

(h) Amounts related to share-based payment expense included in operating expenses were~as follows: 'rograrumingand content $ 9,(?64 $ 656 $
Customer service and billing 2,051 453
Satellite and transmission 2,745 457
Sales and marketing 9,608 656
Engineering, design and development 4 879 977
General and adminisirative 45,634 l,i502
Total share-based payment expense $ 73 981 $ 4,801 '
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ARPU — is derived f'rom total earned subscriber revenue, net advertising revenue and other subscription-related revenue, net of purchase
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscribers for
the period. Other subscription-related revenue includes the U.S. Music Royalty Fee, which was initially charged to subscribers in the third

rter of 2009. Purchase price accounting adjustments include the recognition of deferred subscriber revenues not recognized in purchase
accounting associated with the Merger. ARPU is calculated as follows (in thousands, except for subscriber and per subscriber amounts):

2011

Unaudited
For the Years Ended December 31,

2010 2009

Subscriber revenue (G3AAP)
Add: net advertising revenue (GAAP)
Add: other subscription-related revenue {GAAP)
Add: purchase price accounting adjustments

Daily weighted average number of subscribers

ARPU

$ 2,595,414
73,672

231,902
3,659

$ 2,904,647
20,903,908

$ 11.58

$ 2,414,174
64,517

234,148
14,655

$ 2,727,494
19 385,055

$ 11.73

$ 2,287 503
51.754
48,679
46,814

8 2 434.750

18,529,696

$ 10.95

Avera e self- a monthl churn — is defined as the monthly average of self-pay deactivations for the period divided by the average
number of self-pay subscribers for the period. Average self-pay churn for the year is the average of the quarterly average self-pay churn.

Customer service and biliin ex enses er avera e subscriber — is derived from total customer service and billing expenses,
excluding share-based payment expense and purchase price accounting adjustments associated with the Merger, divided by the number of
months in the period, divided by the daily weighted average number of subscribers for the period. We believe the exclusion of share-based
payment expense in our calculation of customer service and billing expenses, per average subscriber, is useful given the significant variation in
expense that can result from changes in the fair market value of our common stock, the effect ofwhich is unrelated to the operational
conditions that give rise to variations in the components of our customer service and billing expenses. Purchase price accounting adjustments
associated with the Merger include the elimination of the benefit associated with incremental share-based payment arrangements recognized at
the Merger date. Customer service and billing expenses, per average subscriber, is calculated as follows (in thousands, except for subscriber
and per subscriber amounts):

2011

Unaudited
For the Years Ended December 31,

2010

orner service and billing expenses (GAAP)
s: share-based payment expense, net ofpurchase price accounting
adjustments

Add: purchase price accounting adjustments

Daily weighted average number of subscribers

Customer sertdce aud billing expenses, per average subscriber

$ 259,719

(1,502)
18

8 2511235

20,903,908

$ 1.03

$ 241.680

(2,207)
281

$ 239,754

19,385.055

$ 1.03

$ 234,456

(2,504)
453

3 232 405

18.529,696

$ 1.05
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Free cash flow — is derived from cash flow provided by operating activities, capitali exrienditures and restricted 'and'other investinent
activity. Free cash flow is calculated as follows (in. thousands).

2011

Unaudlited
For the Years Ended December 3'1,

2010 2009
Net cash provided by operating activities

Additions to property and. equipment
Restricted and other investment activity

Free cash flow

$ 543,630
, (137,429),

9,541
$ 4 l &,742

$ 512,895
{311,868)

9~454

$ 210,481

$ 433,830
(248,5 lI 1)

$ 185,319

New vehicle consumer convers:ion irate —:is defined as the percentage of oiwnets atid lessees of new vehicles that receive oiir service
and convert to become self-paying subscribers after the initial promotion period. A!t the tinte satellite radio'enabled vehicles are sold or leased,
the owners or lessees generally receive trial subscriptions ranging from three ttli twelve mohthsi. Promotional periods generally include the'eriodof trial service plus 30 days to handle the receipt and processing of payments. We measure conversion rate three anth& after tlie period
in which the trial service ends.

Subscriber ac uisition cps e!recross.&ubscriber addition — or SAC per gross subscriber addition, is derived from subscriber
acquisition costs and margins from the direct sale of radios and accessories, excluding share-based payment expense and purchase price
accounting adjustments, divided by the number of gross subscriber additions fti~r thie period. Puirchase price accounting adjustments associated
with the Merger include the elimination of'he benefit of amortization of deferred credits o n executory contTacts recognized at the Merger date
attributable to an OEM. SAC, per gross subscriber addition, is calculated as fo]ilows (in thousands, exempt for subscriber and per subscriber
amounts):

Unaudited
For the Years Ended December 31,

Subscriber acquisition costs (GAAP)
Less: margin from direct sales of radios and accessories (GAAP)
Add: purchase price accounting adjustments

2011

$ 434,482
(37,956)
85,491

$ 482,017

2010

$ 413,041
(36,074)
79,439

$'56,406

2(I09

$ 340,506
(10,164)
61,164

$ 391,506
Gross subscriber additions

SAC, per gross subscriber addition
6,208,4828,696,020 7,768,827

$ 55 $'9 $ 63 0

Our debt includes fixed rate instruments and the fair market value of our debt is sensitive to changes:in interest rates. Under dur durreint
policies, we do not use interest rate derivative .instruments to manage our exposure to ihterest rate fluctuations.

ITEM 7A. QUANTITATIVEAND QUALIT&ITIC DISCLOSUi REABOUTMARKET.RISKS

As of December 31, 2011, we did not have any derivative financiial instruments. We do not hold or issue any free-standing derivatives.
We hold investments in marketable setzuities consisting ofmoney market funds, and certificates of deposit and investmentis in !debt ant!i equity
securities of other entities. We classify our investments in inarketaible securities as avai.lable-for-sale. These securities are consiistent with the
investment objectives contained within our invea~ient pol:icy. The basic objectives ofour investment Itolicy are the preservation of capital,,
maintaining sufficient liquidity to meet operating requirements and maximizing yield.'TEM

8. FINANCIAL STATEMENTSAM) SUPPLEMENTaiRF DATA

See Index to Consolidated Financial Statements contained in Item 15 herein.
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ITEM 9. CHANGES INAND DISAGREEMENTS PVTHACCOUNTANTS ONACCOUNTINGAND FINANCIAL DISCLOSURE

None.

M 9A. CONTROLSAND PROCEDURES

ontrols and Procedures

As of December 31, 2011, an evaluation was performed under the supervision and with the participation of our management, including
Mel Karmazin, our Chief Executive Officer, and David J. 1"rear, our Executive Vice President and Chief I'inancial Officer, of the effectiveness
of'he design and operation of our disclosure controls and procedures (as that term is defined in Rule 13a-15(e) and 15d-15(e) under the
Securities Exchange Act). Based on that evaluation, our management, including our Chief Executive Officer and our Chief Financial Officer,
concluded that our disclosure controls and procedures were effective as of December 31, 2011. There has been no change in our internal
control over financial reporting (as that term is defined in Rule 13a-15(f) and 15d-15(f) under the Securities Exchange Act) during the quarter
ended December 31, 2011 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Management's Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined iu Rule 13a-

15(f) under the Exchange Act. We have perforiued an evaluation under the supervision and with the participation of our managemeiit, including
our ChiefExecutive Officer and our Chief Financial Officer, of the effectiveness of our internal control over financial reporting. Our
management used the framework in Internal Control-Integrated Framework issued by the Comnuttee of Sponsoring Organizations to perform
this evaluation. Based on that evaluation, our management, including our Chief Executive Officer and Chief Financial Officer, concluded that
our internal control over financial reporting was effective as of December 31, 2011.

KPMG LLP, an independent registered public accounting firm, which has audited and reported on the consolidated financial statements
contained in this Annual Report on 1" orin 10-K, has issued its report on the effectiveness of our internal control over financial reporting which
follows this report.

Audit Report of the Independent Registered Public Accounting Firm

The effectiveness of our internal control over financial reporting as of December 31, 2011 has been audited by KPMG LLP, an
independent registered public accounting firm, as stated in their audit report appearing on page F-3 of this Annual Report on Form 10-K,

EM 9$. OTHER INFORMA TION



PART IH

ITEM 10. DIRECTORS, EXECUTIVEOFFICERSAlVD CORPORATE GOVERNANCE'he

information required by this Item 10 is incorporated in this report Q refbretice tb th6 apglictible'information in our definitive pro~
statement for the 2012 annual meeting of stockholders set forth under the captions Stock Qwiisrship, Govsrricnce ofthe Company, Item L ~
Election ofCommon Stock Directors and Item 2. Ratification ofliidependentRegistered PublicAc'countan'ts, which we expect to filewith'he'ecuritiesand Exchange Commission prior to April 30, 2012.

Code of Ethics

We have adopted a code of ethics that applies to all employees, including executive officers, and to directors. The Code ofEthics is
available on the Corporate Governance page of our website at www.siriusxm.corn. If we ever were to amend or waive any provision of our
Code of Ethics that applies to our principal executive officer, principal financial officer, principal accounting officer or anti pelsod pekordiing
similar functions, we intend to satisfy our disclosure obligations with respect to any such waiver or amendment by posting such information on
our internet website set forth above rather than filing a Form S-K.

ITEM 1L EXECUTIVE COMPENSA TION

The information required by this Item 11 is incorporated in this report Q ~ce tb thh applicable information'n our definitive proxy
statement for the 2012 annual meeting of stockholders set forth under the captions Item I. Election ofCoiiimon StockDirectors and Item 2.
Ratification ofIndependentRegisteredPublic Accountants, which we expect to file with the Securities and Exchange Commission prior to
April 30, 2012.

ITEM 12. SECURITF OSIERS'HIP OF CERTAINBENEFICIAL OwrNERSAPJ5 36INAGEMElVTAND RELATED
STOCEHOLDERMATTERS

Certain information required by this item is set forth under the heading "Equity Compensation Plan Information" in Part II, Item 5, of this
report.

The additional information required by this Item 12 is incorporated in this report by reference to the applicable information in our
definitive proxy statement for the 2012 annual meeting of stockholders set forth under the caption Stock Ownership, which we expect to file
with the Securities and Exchange Commission prior to April 30, 2012.

ITEM 13. CERTAINRELATIONSHIPSAND RELATED TRANSACTIONS''lVD'DIRECTOR INDEPENDENCE
The information required by this Item 13 is incorporated in this mpoit bg refleredce tb thh applicable 'informa'tion'in our defiuitive proxy~

statement for the 2012 annual meeting of stockholdings set forth under the captions Goveimmce ofthe Company aud Item l. Election of
Common StockDirectors which we expect to ale with the Securities and Exchange Comntissibn ptior to April 30, 201'2.

ITEM 14. PRINCIPAL ACCOUNTANTFEESAND SERVICES

The mformation required by this Item 14 is incorporated in this repoit b) rekrezlce tb thh ap)lienable 'infolmation'in our defmitive prexy'tatementfor the 2012 annual meeting of stockholders set forth under the captions'Itsih 2.'Ratification ofIndependent RegisteredPublic
Accountants — PrincipalAccountant Fees and Services, which we expect to file with the'ecurities and Exchange Commission prior'to'pril30, 2012.
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PART IV

ITEM 15. EXHIBITSAND FINANCIAL STATEMENT SCHEDULES

uments filed as part of this report:

(1) Financial Statements. See Index to Consolidated Financial Statements appeating on page F-l.

(2) Financial Statement Schedules. See Index to Consolidated Financial Statements appearing on page F-l.

(3) I".'xhibits. See lrxhibit Index following this report, which is incorporated herein by refcrcnce.
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Pursuant to the requirements ot Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersiiuted, thereunto duly authorised on this 9th day of Febru uy 2012.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
'us XM Radio Inc. and subsidiaries:

We have audited the accompanying consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as ofDecember 31, 2011 and
2010, and the related consolidated statements of operations, stockholders'quity and comprehensive income (loss), and cash flows for each of
the years in the three-year period ended December 31, 2011. In connection with our audits of the consolidated financial statements, we also
have audited the I'inancial statement, schedule listed in Ilern 15(2). These consolidated financial statements and financial statemenl schedule are
the responsibility of the Company's management. Our responsibility is to express an opinion on these consolidated financial statements and
financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
~dandards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free ofmaterial
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Sirius XM Radio lnc. and subsidiaries as of December 31, 2011 and 2010, and the results of their operations and their cash flows for each of
the years in the three-year period ended December 31, 2011, in conformity vvith U.S. generally accepted accounting principles. Also in our
opinion, the related financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole,
presents fairly, in all material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Sirius XM
Radio Inc. and subsidiaries'nternal control over financial reporting as of December 31, 2011, based on criteria established in Intei~al Control
— Integrated Framewoi1c issued by the Commitlee of Sponsoring Organizations of thc Treadway Commission (COSO), and our report dated
February 9, 2012 expressed an unqualified opinion on the effectiveness of the Company 's internal control over financial repoiting.

is/ KPMG LLP

New York, New York
February 9, 2012
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Sirius XM Radio Inc. and subsidiaries:

We have audited Sirius XM Radio Inc. and subsidiaries'nternal control over financial reporting as of December 31', 2011, based on
criteria established in Inteivial Control— Integrnted Framework issued by the Committee of Sponsoring Organizations of the'Tre'adway
Commission (COSO). Sirius XM Radio Inc.'s management is responsible for maintaiiung effective internal control over financial reporting Nid
for its assesenenl. of the effeciiveness of internal control over financial reporting, 'included in the accompanying Management 's Report on
Internal Control over FinancialReporiing . Our responsibility is to express ait opinioii on'he'Company's internal coiitroli oveir financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance aboutwhether effective intern'al control overfinartcial'eporting

was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the desigu arid operating effectivenes of~internal'ontrol'based on
the assessed risk. Our audit also included performing such other procedures as we considered nccessaty iit the circumstances. We believe that
our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process desigiied to provide reasotiable assurarice'regardikg tHe rdliability~of'urancialreporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal control over financial repoiting includes those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation: of fmancial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in~ accordance~with authorizati'ons of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection~ of unauthorized
acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may'not prevent'or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of cHangbsi'okditibns,'r

that the degro: of compliance with the policies or procedures may deteriorate.

In our opinion, Sirius XM Radio Inc. and subsidiaries maintained, in all materiai respects, effective internal control over financial
reporting as ofDecember 31, 2011, based on criteria established in Internal Control — IniegrntedFramework issued by the Conuuittee of
Sponsoring Organizations of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Couipany Accounting Oversight Board (United States)~, the
consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as ofDecember 31, 2011 and 2010, and the related consolidated~
statements of operations, stockholders'quity and comprehensive income (loss), and cash flows for each of the years in the three-year period:
ended December 31, 2011, and our report dated Februaiy 9, 2012 expressed an un~qualified opinion on those c'onsolidated financial statements.

/s/ KPMG LLP

New York, New York
Februaiy 9, 2012
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

20ii
For the Years Ended December 31

2010 2009

hattrattds, except per sh7are data)
Revenue:

Subscriber revenue
Advertising revenue, net of agency fees
Equipment revenue
Other revenue

Total revenue
Operating expenses:

Cost of services:
Revenue share and royalties
Programming and content
Customer service and billing
Satellite and transmission
Cost of equipment

Subscriber acquisition costs
Sales and marketing
Engineering, design and development
General and administrative
Depreciation and amortization
Restructuring, impairments and related costs

Total operating expenses
Income from operations

Other income (expense):
Interest expense, net of amounts capitalized
Loss on extinguishment of debt and credit facilities, net
Interest and inveb~ent income (loss)
Other income
al other expense
me (loss) before income taxes

income tax expense
Net income (loss)

Preferred stock beneficial conversion feature
Net income (loss) attributable to common stockholders
Net income (loss) per common share:

Basic
Diluted

Weighted average common shares outstanding:
Basic
Diluted

$2,595,414
73,672
71,051

274,387
3,014,524

$2,414,174
64,517
71,355

266 946
2,816,992

$2,287,503
51,754
50,352
83,029

2,472,638

471,149
281,234
259,719
75,902
33,095

434,482
2224773

53,43S
238,738
267,880

435,410
305,914
241,680

80,947
35,281

413,041
215,454
45,390

240,970
273,691

63,800

397,210
308,121
234,456

84,033
40,188

340,506
228,956

41,031
227,554
309,450

32,807

(304,938)
(7,206)
73,970

3 252

441,195
~14,234

426,961

(295,643)
(120,120)

(5,375)
3,399

47,675
~4,620

43,055

(315,668)
(267,646)

5,576
3 355

574„383

(346„0S7)
~5.981
~0352,038
~186.188

5 426,961 3 43,055 ~3538 226

8 0.11 3 0.01 ~$ 0.15

3 0.07 3 0.01 ~$ 0.15

3 744,606 3,693 259 3,585,864

6,500,822 6,391,071 3,585,864

2338407 2351578 2244,312
465,414

See accompanying notes to the consolidated financial statements.



SIRIHJS XM lULI)ItD INC..ANlD SUBSIDIARIES

COJWSOLHDATED SALAl.'!1'CE SI.IEETS

(in thousands, except share and per share data)

Current assets:
Cash and cash equivalents
Accounts receivable, net
Receivables from distributors
lnvuntory, net
Prepaid expenses
Related party current assets
Deferred tax asset
Other current assets

Total current assets
Pmperty and equipment, net
Lang-tenn restricted investments
Defetred financing fees, net
Intangible assets, nct
Goodkvill
Related party long-term assets
Other lang-term assets

Total assets

ASSETS

$ 773,990
101,705
84,817
36,711

125,967
14,702

132,727
6~335

1,276,954
1,673,919

3+73
42,046

~~573,638
1,S34,856

54@53
35.657

~$ 7 495$9G

586,69]
121,658
67 576
21,918

134,994

6,715'4,787

7.432
991,77.'i

1,761,274
3~396!

54 135
2„632,688
1,834,856

33 47'i
7 1.481

S 7 x83 Qgti

L1AB1LTrlES AMl STOCraHOLDERS'()DLm'urrent

linbilitiesi
Accounts payable and accrued expenses
Accrued interest
Current portion ofdeferred revenue
Current portion ofdeferred credit on executory cont!racts
Current maturities of long-term debt
Related party current liabilities

Total current liabiTities
Deferred revenue
Deferred credit on executory contracts
Long-term debt
Long-term related party debt
Deferred tax liability
Related party long-term HabiTities
Other tong-term liabilities

Total liabilities
Commitments and contingencies (Note 17)
Stockholders'quity:

Preferred stocl-„par value $0.001; 50,000,000 authorized atDecember 31, 201.l and 2010: Series A convixtible prcfcrred stocL; no shares
issued and outstanding at December 3 1, 2011 and 2010
Convertible perpetual preferred stock, series B-1 (liquidation preference of $0001 per share at December 3 1, 2011 and 20!i0); 12500!000

shares issued and outstanding at December 31, 2011 arid 2010
Convertilile preferred stock, series C junior no shares issued anil oua tending atDecember 3 I, 2011 and 2010

Common stocL, par value $0001; 9000000000 shares authorized at December 3 1, 2011 and 2010 3753201'~ hud 3'933,195,112 shares
issued and outstanding at December 31, 2011 and 2010, ra;pecfivety

Accumulated other comprehensive income (loss), net of tax
Additional paid-in capital
Accumulated deficit

Total stockholders'quity
Total liabilities and stockholders'quity

543,193
70,405

1,333,965
284,108

1,623
14„302

2,247,596
198,135
218,199

2,683,563
328,788

1,011„084
21.741
82.745

!5, 791.851

13

3,753
71

10,484,400
~9784~092)

704~145

$ 7.495996

593,174
72,453

1,201,346
271,07Ci
195,815

15.845

2,349,705'73,973

508 012',

2,695.S56
325,907
914,G3'7

3,933
(5,861)

10,420,604
(!i~021 1~053)

20'7~636'

7,383.086

See accompanying notes to the consohdated. financial statetnents.



SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS O'F STOCKHOLDERS'QUITY
AND COMPREHENSIVE INCOME (LOSS)

Series A Convertible
Preferred Stock
Shares Amount

Convertible
Perpetual

Preferred Stock,
Series B-I

Shares Amount

Accumulated
Other

Cotnprehenstvc Addtttonal
Common Stock Palll-tn

$8* 4 \ ~7 ~C80
Accumulated

Deficit

Total
Stockholders'98

(in thousands, except shtare andper share
Balance at January I, 2009
Net loss
Other comprehensive loss:

Unrealized gain on available-fernale
securities

Foreign cmrency tmnslation
adjustment, net of tax ofSilo

Total comprehensive loss
Issuance ofprefixed stock — related

party, net of issuance costs
Issuance of common stock to employees

and employee benefit plans, net of
forfeitnres

Structuring fee on 105 o SeniorPIE
Secured 'Notes due 2011

Share-based payment expense
Returned shares under share

borrov'greements

Issuance ofrestricted stock units in
satisfaction ofaccrued compensation

Exchange of2.588 Convertible Notes
due 2009, including accrued interest

Balance atDecember 31, 2009
Net income
Other comprehensive income:

Unrealized gain on available-for-sale
securities

Foreign currency translation
adjustment, net of tax of$63

Total comprehensive inccane
tance ofcommon stock to employees

d employee benefitplans, net of
orfeitures

t2harc-based paymcllt expense
Exercise ofoptions and vesting of

restricted stocl- units
Conversion ofpreferred stock to

common stock
Balance atDecember 31, 2010
Net income
Other comprehensive income:

Realized loss on X&E Canada
inve0tment foreign currency
translation adjustment

Foreign currency tmnslation
adjustment, net of tax of$11

Total comprdtensb;e income
Issuance of common stock to employees

and employee benefitplans, net of
fotfettures

Sham-based payment expense
Exercise of options and vesting of

restricted stock units
Issuance of common stock upon exercise

ofwarrants
Return of sharon under share borrow

agreements
Balance at D comber 31, 2011

data)
24,808 $t59 $ 25 $ - 3,65I,765,tt37 $ 3,652 $ (78871) S 9,7958951 S (9,715,882) $ 755875

(352,038) (352,038)

12,500,000 13

817

410,179

817

(350,748)

(186,188) 224,004

8,511,009

59,1789819

(60,000 oaa)

83,8030422

139.400 000

59

(60)

139

2,622

50859
71„388

60

3 1,207

35.025

2,630

5 918
718388

3 1,291

35,164

251
438775

~4,$08959

6,175,Q89

19,55IP77 20

5,265
52,229

10,819

5,271
52,229

10,839

12,5005000 $ 13 3 863,195,112 $ 3 $63 $ (5,861) S10,420,604 $ (10$11$053) $ 207,636
426,961 4268961

6.072

(I ta)

6,072

140
432,893

1,882,8Q1 2

130401,048 13

7,122P51 7

~2023WAIB ~2Q2

3,480
48,5SI

11.540

202

3,482
48„581

11,553

S — 12.500.00Q S 13 3.7S3,20L929 $ 3.753 S 71 $ 10.484400 ~$ 9.784.092 $ 704.145

See accompanying notes to the consolidated financial statements.
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SIRIUS XM 140)IO 88IC. AND SllJBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

ttn thousands)

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided by operating activities

Depreciation and amortization
Non-cash interest expense, net of amortization of prnnium
Provision for doubtful accounts
Restructuring, impairments and related costs
Amortization of deferred income related to eqluty method investment
Loss on extinguishment of debt and credit facilities, net
Gain on merger of unconsolidated entities
Loss on unconsolidated entity investments, net
Loss on disposal of assets
Share-based payment expense
Deferred income taxes
Othernon-cash purchase price adjustments
Distribution from investment in unconsolidated entity
Changes in operating assets and liabilities:

Accounts receivable
Receivables from distributors
Inventory
Related party assets
Prepaid expenses and other current a. sets
Other long-term assets
Accounts payable and accrued expenses
Accrued interest
Deferred revenue
Related party liabilities
Other long-term liabilities

Net cash provided by operating activities
Cash flows &om investing activities:

Additions to property and equipment
Purchase of restricted investments
Sale ofreacted and other investments
Release of restricted investments
Return ofcapital from investment in unconsolidated entity

Net cash used in investing activities
Cash flows from financing activities:

Proceeds from exercise of stock options
Preferred stock issuance, net of costs
Long-term borrowings, net of costs
Related party long-tenn borrowing.', net of costs
Payment ofpremiums on redemption of debt
Repayment of long-term borrowings
Repayment of related party long-tarn borrowings

Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning ofperiod
Cash and cash equivalents at end of period

$ 426.961

267,880
39,515
33,164

(2,776)

7,'206'75,768)

6,520
269

53,190
8,264

(275,338)
4,849

(13,211')
(17,241)
(14,793)
30,036

g,i525i

36,490
(32,010)

(2,048)
55,336
(1,542)

152

(137,429)
(826)

250
10,117

~127.88it'i

11,553

'5,020)
(234,976)

l +228443 I

187,299
5~86 691

, $ 773 990,

$ 43,055

273,691
42 841
32,379
66,731
(2,776)

120,] 20

11,722
1,017

60,437
2,308

(250,727)

(39,2,36)
(11,023)

(5,725)
(9,803)
75,374
17,671
5,420
(884)

133,444
(53,413)

272
512,895

(311,868)

9,454

~302,414)

10,839

1,274,707
196,118
(84,326)

(1,262,396)
~142,2~21

203,202
38~3489

$ 586,691

$(352i038)

309i450
438066
30i602
268964
(2i776)

2678646

13.,664

73i981

4i359'2028054)

(42i158)
(28788)
8i269

158305
108027
86,674

(46,645)
2,429

93,578

(248,511)

(248,511')

(3,712)
582,612
362,593
(17,075')

(755,447')
+3~51 247')

+182,276')
3,043

380,446
$ 383,489

See accompanying notes to the consolidated financi.al statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

(in thousands)
Supplemental Disclosure of Cash and Non-Cash Flow Information
Cash paid during the period for:

Interest, net of amounts capitalized
Non-cash investing and financing activities:

Share-based payments in satisfaction of accrued compensation
Common stock issued in exchange of 2.5% Convertible Notes due

2009 including, accrued interest
Structuring fee on 10% Senior PIK Secured Notes due 2011
Preferred stock issued to Liberty Media
Release of restricted invesbnents
In-orbit satellite performance incentive
Sale-leaseback of equipment
Common stock issuance upon exercise ofwarrants
Cour ersion of Series A preferred stock to common stock

For the Years Ended December 31,
2010 20092011

$ — $ 31,291

$
$
$
$
$
$
$ 7
$

$
$
$
$
$ 21,450
$ 5,305
$
$ 25

$ 18,000
$ 5,918
$227,716
$137,850
$ 14,905
$
$
$

$258,676 $241,160 $257,328

See accompanying notes to the consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIAIUES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar «mounts in thousands, unless otherwise stated)

(1) Business

We broadcast our music, sports, entertainment, comedy, talk, news, traffic and uesther charinels in the United States on a subscription fee
basis thxough two proprietary satellite radio systems. Subscribers can also receive certain bf our musi5 and otber dhannels over the Internet,
including through applications for mobile devices. We have agreements with every major'automaker ("OEMs") to offer satellite radio'sas'actory-or dealer-'installed equipment in their vehicles. We also distribute our satellite radios through retail locations nationwide and through
our website. Satellite radio services are also offered to customers of certain daily tental car coinpanieS.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on'ach
platform. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary services, such as our Backseat TV, data and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price ofnew and pre-owned vehicles. The
length of these prepaid subsuiptions varies, but is typically three to twelve months. Iri many oases, we receive subscription payments from
automakers in advance of the activation of our sernce. We also reimburse various automakers for certain costs associated'ith satellite radios
installed in their vehicles.

(2) Summary of Significant Accounting Policies

PrinciPles ofConsoiidmfion

The accompanying consolidated financial statements of Sirius XM Radib Int:. add s6bsi6ari'es h'ave 'beeit prepared in accordance with
U.S. generally accepted accounting principles ("GAAP"). All significant intercompany transactions have been eliminated ~in consolidation.

Basis ofPresenrahon

In the opinion ofmanagement, all normal recurring adjustments necessary for a fair presentation of our consolidated financial statements
as of December 31, 2011 and 2010, and for the years ended December 31. 2011, 2010 and 2099 have beeri made.

We have evaluated events subsequent to the balance sheet date and priox to the filing of this Anriual Report on Form 10-K for the year++
ended December 31, 2011 and have deteimmed no events have occurred that would require adjustment to or disclosure in our consolidated
financial statements.

ReclassIleations

Certain amounts in our prior period consolidated financial statements have been reclassified to conform to our current period
presentation.

Use ofEstimates

The preparation of financial statements in conformity with GAAP requires ntianslgeirient'to nhake estimates and a'smunptions that affect the
amounts reported in the financial ~tements and footnotes. Estimates, by their nature, are based on judgment and availabls iufbrm'atioh. Autudl
results could differ materiaHy &om those estimates.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TQ CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Significant estimates inherent in the preparation of the accompanying consolidated financial statements include revenue recognition, asset
airment, depreciable lives of our satellites, share-based payment expense, and valuation allowances against deferred tax assets. Economic

conditions in the United States could have a material impact on our accounting estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, money market funds, in-transit credit card receipts and highly liquid investments with
an original maturity of three months or less when purchased.

Equity MethodInvestments

We hold an equity method investment in Sirius XM Canada. Investments in v-hich we have the aMity to exercise significant infiuence
but not control are accounted for pursuant to the equity method of accounting. We recognize our proportionate share ofearnings or losses of
our affiliates as they occur as a component of Other income (expense) in our consolidated statements ofoperations.

The difference between our investment and our share of the fair value of the underlying net assets of our affiliates is first allocated to
either finite-lived intangibles or indefinite-lived intangibles and the balance is attributed to goodvW. We follow ASC 350, Intangibles—
Goodwill and Other ("ASC 350"), which requires that equity method finite-lived intangibles be amortized over their estimated useful life while
indefinite-lived intangibles and goodwill are not amortized. The amortization of equity method finite-lived intangible assets is recorded in
Interest and investment income in our consolidated statements of operations. We periodically evaluate our equity method investments to
determine if'here has been an other than temporary decline below carrying value. Equity method finite-lived intangibles, indefinite-lived
intangibles and goodwill are included in the carrying amount of the investment.

Property andEquipment

Property and equipment, including satellites, are stated at cost less accumulated depreciation and amortization. Equipment under capital
leases is stated at the present value of minimum lease payments. Depreciation and amortization are calculated using the straight-linc method
over the following estimated depreciable lives:

Satellite sy stem
Terrestrial repeater network
Broadcast studio equipment
Capitalized software and hardware
Satellite telemetry, tracking and control facilities
Furniture, fixtures, equipment and other
Building
Leasehold improvements

2- 15 years
5 — 15 years
3 — 13 yeals
3 — 7 years
3 - 13 years
2- 7 years
20 or 30 years
Lesser ofuseful life or remaining lease term

We review long-lived assets, such as property and equipment, and purchased intangibles subject to amortization for impairment whenever
cvcnts or changes in circumstances indicate thc carrying amount may not bc rccovcrablc. Rccovcrability of assets to bc held and used is
measured by a comparison of the carrying amount of an asset to estimated undiscounted future cash flows expected to be generated by the
asset. If the carrying amount of an asset exceeds the estimated future cash flows, an impairment charge is recognized for the amount by which
ihe carrying amount exceeds the fair value of ihe asset.



SIRllJS XM 14OHO INC. AND SUBSIDI'ARIES

NOTE S TO CONSOI IDA TED FINANCIAL STATEMENTS —'Continued)

Goocbvill and Other JntangibieAssets

Qoodwill represents the excess of the purchase price, over the estimated fair value of net tangible ancl identifiable intangible assets
acquired in business combinations. Our annual impairment assessment of our,single reporting unit is perfoimed as of October 1 '& of each year,
and an assessment is performed at other times if events or circumstances indic~ate it is tnorb likely than. not that the asset is impaired. Step one
of the impairment assessment compares the fair value of the entity to its cariying value and if the fair value exceecls its cariying value, goodwill
is not impaired. If the carrying value exceeds the fair value, the implied fair value of goodwill is comparecl to the caning value of goodwill. If
the implied fair value exceeds the canying value then goodwill is not:impaired: ot'herwise,, an impairment loss will be recorded by'he'amount'he

carrying value exceeds the implied fair value. We did not record any itnpairments in 2011, 2010 or 2009.

The impairment test for other intangible assets not subject to amortization consists of a comparison of the fair value of the intangible, asset
wijh iis carrying value. Tins lest. is perl'oimed as of October 1 -'& of each year, and an assessmeni is pet formed ai oiher Limes if events oi.

circumstances indicate it is more likely than not that the asset is impaired. Our indefinite life intangibles iriclude F CC licenses and trademark. If
the carrying value of the intangible asset exceeds its fair value, an unpairment loss is recognized in an amount equal to that excess.

We use independent appraisals to assist in deterinining the fair value. of our 1.'CC licenses and trademark. The income approach, which is
commonly called the "Jefferson Pilot .'Method" or the "Greenfield Method"', has bt:en &',onsisteiitly 'usecl to lestimate the fair value of our FCC
licenses. This method attempts to isolate the incoine that is properly attributable to the license alone (that is, apart.from tangible and intangible
assets and goodwill}. It is based upon modeling a hypothctica1 "Cireenfield" build-up to a normalized enteiprise that, by design, lacks inherent
goodwill and has essentially purchased (or added) all other as: ets as part of the build-up process. The methodology assumes that, rather than
acquiring such an operation as a going concern, the buyer would hypothetically obtain a license at nominal cost and build a new operation with
similar attributes from inception. The significant assumption was that the hypothetical~ start up~ entity would begin its n'ehvbrk build oust phase ht
the impairment testing date and revemaes and variable costs would not be generated until the satellite network was operational, approximately
five years from inception, The Relief from Royalty method valuation approach was utilized io value our trademark. This methodology involves
the estimation of an amount of hypothetical royalty income that could be generated if fhe asset was licensed to an imdependent, third-party
owner. The value of the intangible is the present value of the prospective stream ofhypoth'etical royalty income that would be gen6rat6d oker'heuseful life of the asset. We did not record any:impairments in 2011, 2010 or 2009.

Other intangible assets with finite lives consists primarily of customer relationships acquired in business combinations, licensing
agreements, and certain TT related costs, These assets are amortized over their respective estimated useful lives to their estimated residual
values, and reviewed for impairment under the provisions of ASC 360-10-35, Property, Plant and Equ/P inent Overal&Suhseqwent~
Measurement . We review intangible assets subjec t to amortization for impairnient whenever events or circumstances indicate that the carryi
amount of an asse( may not be recoverable. If the sum of i'e expected cash flows, ~undiscounted and v without interest, is less than the carrying
amount of the asset, an impairment loss is recognized as the amount by which'the cang ing amount of the asset exceeds its'fair~ value. We did
not record any impairments in 2011, 2010 or 2009.

Revenue Recognition

We derive revenue primarily from subscribers, advertising and direct sales of merchandise. Revenue from subscribers consists of
subscription fccs; rcvcnuc derived from our agrccmcnis with daily rental flect progranis; and non-rcfundablc activation and other fccs. Rcvcnuc
is recognized as it is realized or realizable and earned.

We recognize subscription fees as our services are provided.



SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

rAt the time of sale, vehicle owners purchasing or leasing a vehicle with a subscription to our. service typically receive between a three and
lve month prepaid subscription. Prepaid subscription fees received from certain automakers are recorded as deferred revenue and amortized

to revenue ratably over the service period which commences upon retail sale and activation.

Activation fees are recognized ratably over the estimated term of a subscriber relationship, estimated to be approximately 3.5 years during
2011, 2010 and 2009. The estimated term of a subscriber relationship is based on historical expe6ence.

We recognize revenue from. the sale of advertising as the advertising is broadcast. Agency fees are calculated based on a stated
pet centage applied to gross billing revenue for our advertising inventory and are reported as a reduction of Advertising revenue. We pay certain
third parties a percentage of Advertising revenue. Advertising revenue is recorded gross of such revenue share payments as we are the primaty
obligor in the transaction. Advertising revenue share payments are recorded to Revenue share and royalties during the period in which the
advertising is broadcast.

Equipment revenue and royalties from the sale of satellite radios, components and accessories are recognized upon shipment, netol'iscountsand rebates. Shipping and handling costs billed to customers are recorded as revenue. Shipping and handling costs associated with
shipping goods to customers are reported as a component of Cost of equipment.

ASC 605, Revenue Recognition, provides guidance on how and when to recognize revenues for an angements that may involve the
delivery or performance of multiple products, services and/or rights to use assets. Revenue arrangements with multiple deliverables are
required to be divided into separate units of accounting if the deliverables in the arrangement meet certain criteria. Arrangement consideration
musd be allocated at the inception of the arrangement to all deliverables based on their relative selling price, which has been determined using
vendor specific objective evidence of selling price of self-pay customers.

Revenue Shure

We share a portion of the subscription revenues earned from subscribers with certain automakers. The terms of the revenue share
agreements vary with each automaker, but are typically based upon the earned audio revenue as reported or gross billed audio revenue.
Revenue share is recorded as an expense in our consolidated statement of operations and not as a reduction to revenue.

Programming Costs

Programming costs which are for a specified number of events are amortized on an event-by-event basis; programming costs which are
a specified season or period are amortized over the season or period on a straight-line basis. We allocate a portion of certain programming

costs which are related to sponsorship and marketing activities to Sales and marketing expenses on a straight-line basis over the term of the
agreement.

Advertising Costs

Media is expensed when aired and advertising production costs are expensed as incutred. Market development funds consist of fixed and
variable payments fo reimburse retailers for the cost of advertising and other product awareness activities. Fixed market development funds are
expensed over the periods specified in the applicable agreement; variable costs are expensed v hen aired and production costs are expensed as
incurred. During the years ended December 31, 2011, 2010 and 2009, we recorded advertising costs of $ 116,694, $ 110,050 and $128,784,
respectively. These costs are reflected in Sales and marketing expense in our consolidated statements of operations.
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SubscriberAcquisition Costs

Subscriber acquisition costs consist of costs incurred to acquire new sub'bribers'nd'nclude hardware subsidies'pai«h ta radio
manufacturers, distributors and automakers, including subsidies paid to automakers who inolude a satellite radio and a prepaid subscription to~

our service in the sale or lease price of a new vehicle; subsidies paid for chip sets and certain other components used in manufacturing radhos;
device myalties for certain radios; commissions paid to retailers and automakers as incentives to purchase, install and activated radios; product
warranty obligations; and provisions for inventory allowance. Subscriber acquisition costs do not include advertising, 'loyalty payments to
distributors and dealers of radios and revenue share payments to automakers and retailers of radios.

Subsidies paid to radio manufacturers and automakers are expensed upon installation, shipment, receipt ofproduct or activation 'and'are:
included in Subscriber acquisition costs because we are responsible for providing the service to the customers. Commissions paid to retailers
and automakers are expensed upon eilher Ihe sale or activation of radios. Chip seU that. are shipped lo'radi'o manufacl,urers and held on
consignment are recorded as inventory and expensed as Subscriber acquisition costs when placed into production by radio manufaoturets.:Costs
for chip sets not held on consignment are expensed as Subscriber acquisition costs when the automaker confirms receipt.

We record product warranty obligations in accordance with ASC 460, Guarpntees, which requires a guarantor to recogmze, at the
inception of a guarantee, a liability for the fair value of the obligation undertaken by issuing the guarantee. We warrant that celrt& prhdudts
sold through our retail and direct to consumer distribution channels will perfotm ih all mataial respects in accordance with specifications'in'ffectat the time of the purchase of the products by the customer. The product warranty period on our products is 90 days from the purchase
date for repair or replacement of components and/or products that contain defects of material or workmanship. We record a liability for costs
that we expect to incur under our w«nranty obligations when the product is shipped from the manufacturer. Factors affecting the warranty'iabilityinclude the number of units sold and historical and anticipated rates of claims and costs per claim. We periodically assess~the adequacy
of our warranty liability based on changes in these factors.

Research «0 Development Costs

Research and development costs are expensed as incurred and primarily'include'the cost'f new product development, chip set design,
software development and engineering. During the years ended December 31, 2011, 2010 and 2009, we recorded research and development
costs of $48,574, $40,043 and $38,852, respectively. These costs are reported as a component of Engineering,, design and development expense
in our consolidated statements of operations.

Share-Based Compensation

We account for equity instruments granted to employees in accordance with ASC 718, Compensation — Stock Contpensation . ASC 718
requires aH share-based compensation payments to be recognized in the finanCial Statements based on fair value. ASC 718 requires forfeitures
to be estimated at the time of grant and revised in subsequent periods if actual forfeitures differ &om initial estimates. We'use 'the Black-:
Scholes-Merton option-pricing model to value stock option awards and have elected te treat awards with graded vesting as a singleaward.'hare-basedcompensation expense is recognized ratably over the requisite service period, which is generally the vesting period, net of
forfeitures. We measure non-vested stock awards using the fair market value of restricted shares of common stock on the day the award is
granted.

Fair value as determined using Black-Scholes-Merton model varies based on assumptions used for the expected life, expected stock price
volatility aud risk-free interest rates. In 20'l l, we estimate fair value of awards
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ted using the hybrid approach for volatility, which weights observable historical volatility and implied volatility of qualifying actively
ed options on our common stock. In 2010 and 2009, due to the lack of qualifying actively traded options on our common stock, we utilized

a 100% weighting to observable historical volatility. The expected life assumption represents the weighted-average period stock-based awards
are expected to remain outstanding. These expected life assumptions are established through a review of historical exercise behavior of stock-
based award grants with similar vesting periods. Where historical patterns do not exist, contractual terms are used. The risk-See interest rate
represents the daily treasury yield curve rate at the grant date based on the closing market bid &zelda on actively traded U.S. treasury securities
in the over-the-counter market for the expected term. Our assumptions may change in future periods.

Equity instruments granted to non-employees are accounted for in accordance with ASC 505, Equity . The final measurement date for the
fair value of equity instruments with performance criteria is the date that each performance commitment for such equity instrument is satisfied
or there is a significant disincentive for non-peiformance.

Stock-based awards granted to employees, non-employees and members of our board of directors include warrants, stock options,
restricted stock and restricted stock units.

Income Taxes

Deferred income taxes are recognized for the tax consequences related to temporary differences between the carrying amount of assets
and liabilities for Qnancial reporting purposes and the amounts used for tax purposes at each year-end, based on enacted tax laws and statutory
tax rates applicable to the periods in which the differences are expeoted to affect taxable income. A valuation allowanoe is recognized when,
based on the weight of all available evidence, it is considered more likely than not that all, or some portion, of the deferred tax assets will not
be realized. Income tax expense is the sum of current income tax plus the change in deferred tax assets and liabilities.

ASC 740, Income Taxes, requires a company to first determine whether it is more-likely-than-not that a tax position will be sustained
based on its technical merits as of the reporting date, assuming that taxing authorities will examine the position and have full knowledge of all
relevant information. A tax position that meets this more-likely-than-not threshold is then measured and recognized at the largest amount of
benefit that is greater than fifty percent likely to be realized upon effective settlement with a taxing authority. Changes in recognition or
measurement are reflected in the period in whioh the change in judgment occurs. We record interest and penalties related to uncertain tax
positions in income tLs, expense in our consolidated statement of operations.

We report revenues net of any tax assessed by a governmental authority that is both imposed on, and con~t with, a specific revenue-
educing transaction between a seller and a customer in our consolidated statements of operations.

As ofDecember 31, 2011 and 2010, we maintained a full valuation allowance against our deferred tax assets due to our prior history of
pre-tax losses and uncertainty about the timing of and ability to generate taxable income in the future and our assessment that the realization of
the deferred tax assets did meet the "more likely than not" criterion under ASC 740.

Fair Value ofFinancial In'ments
The fair value of a financial instrument is the amount at which the instrument could be exchanged in an orderly transaction between

market participants to sell the asset or transfer the liability. As of December 31, 2011 and 2010, the carrying amounts of cash and cash
equivalents, accounts and other receivables, and accounts payable approximated fair value due to the short-term nature of these instruments.
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ASC 820, Pair Value Measurements and Disclosures, establishes a fair value hierarchy for input into valuation techniques as foHows:~
Level 1 input — unadjusted quoted prices in active markets for identical instrument; ii) Level 2 input — observable market data for the sam~
similar instrument but not Level 1; aud iii) Level 3 input — unobservable inputs developed using management's assumptions about the inputs
used for pricing the asset or liability. We use Level 3 inputs to fair value the 8% cbnvertib1e utisedured subord'inated d'eberitures issued by'iriusXM Canada. This investment is not material to our consolidated results of operations or financial position.

Investments ate periodically reviewed for impairment and a write down 'is recorded ivhenever declines in fair value below carrying value
are determined to be other than temporary. In making this determination, we consider, among other factors, the severity arid duration of the
decime as well as the likelihood of a recovery within a reasonable timeframe. ~

The fair value for publioly traded instruments is determmed using quoted market prices while the fair value for rion-publicly: traded:
instruments is based upon estimates from a market maker and brokerage firm. As ofDecember 31, 2011 and 2010, the carrying value of our
debt was $3,013,974 and $3,217,578, respectively; and the fair value approximated $3,506,546 and $3,722,905, respectively.

Recent Account g Pronouncements

In May 2011, the FASB issued Accountuig Standards Update No. 2011-04, Amendments to Achieve Common Fair Value Measurement
andDisclosure Requirements in US. GAAP and Internationa/Financial Reporting Standards'Topic 820j — Fai r'alue Measurement ("ASU
2011-04"), to provide a consistent definition of fair value and ensure that the fair t slue measurement and disclosuiv requirements are similar
between U.S. GAAP and International Financial Reporting Standards. ASU 2011-04 changes certain f'air value measuiement principles and
enhances the disclosure requirements paiticularly for Level 3 fair value measurements. The amendments are not expected to have a significant
impact on companies that apply U.S. GAAP. This standard is effective for interim and annual periods beginning after December 15, 2011 and
will be applied prospectively. The impact of our pending adoption of ASU 2011-04 will not be material to our'onsolidated fitiandial'tatements.

In June 2011, the FASB issued Accounting Standards Update No. 2011-05, Comprshensive Income P'opic 220l — Presentdtiori of'omprehensiveIncome ("ASU 2011-05"), to require an entity to present the total of comprehensive income, the components of net income,
and the components of other comprehensive income eitha in a single continueus statetneiit o8cotnprehenkive income 'or in two separate but
conseoutive statements. ASU 2011-05 eliminates the option to present the components of other comprehensive income as part'of the statement
of equity. The standard does not change the items which must be reported in other comprehensive income, how such items are measured or
when they must be reclassified to net income. This standaid is effective for interim and autiual petiodh beginning after'ecember 15, 2011 ag4~
will be applied retrospectively. The FASB has deferred the requirement to present reclassification adjustments for each component of
accumulated other comprehensive income in both net income and other comptehensive income. Cbmpanies me required te either present i

amounts reclassified out of other comprehensive income on the face of the financial sthteitients or ~disclose those atnounts in the notes to the
financial statements. During the deferral period, there is no requirement to separately present or disclose the reclassifieation adjustments into
net income. The effective date of this deferral will be consistent with the effective~date of the ASU 20i 1-05. ASU'2011-05 affects financial
statement presentation only and vdl have no impact on our results of consolidated finimcial slhtementk.
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Earnings per Share

Basic net income (loss) per common share is calculated using the weighted average common shares outstanding during each reporting
period. Diluted net income (loss) per common share adjusts the weighted average common shares outstanding for the potential dilution that
could occur if common stock equivalents (convertible debt and preferred stock, warrants, stock options, restricted stock and restricted stock
units) were exercised or converted into common stock, calculated using the treasury stock method. For the years ended December 31, 2011 and
2010, common stock equivalents of approximately 419,752,000 and 689,922,000, respectively, were excluded from the calculation of diluted
net income per common share as the effect would have been anti-dilutive. Due to the net loss for the year ended December 31 2009, common
stock equivalents of approximately 3,381,905,000 were excluded from the calculation of diluted net loss per common share as the effect would
have been anti-dilutive.

For the Years Ended December 31

(in thousands, except per share data)
Net income (loss) available to common stockholders

Average common shares ou4&anding-basic
Dilutive effect of equity instruments
Average common shares outstanding-diluted

Ne( income (loss) per common share
Basic

Diluted

2011

$ 426,961

3,744,606
2,756,216
6,500,822

$ 0.11

$ 007

2010

$ 6".055

3,693,259
2,697,812
6,391,071

$ 0.01

$ 001

~$ 538,226

3,585,864

3,585,864

~$ 0.15

~$ 0.15

(4) Accounts Receivable, net
Accounts receivable, net are stated at amounts due from customers net of an allowance for doubtful accounts. Our allowance for doubtful

accounts considers historical experience, the age ofcertain receivable balances, current economic conditions and other factors that may affect
the counterparty's ability to pay.

Accounts receivable, net, consists of the following:

Gross accounts receivable
Allowance for doubtful accounts

Total accounts receivable, net

December 31,

2011

$ 111,637
~9,932
$ 101,705

December 31,

2010

$ 131,880
~10,222
$ 121,658

Receivables from distributors mcludc billed and unbilled amounts due from OEMs for rancho services included m the sale or lease price of
vehicles, as well as billed amounts due from retailers. Receivables from distributors consist of the following

Billed
Unbilled

Total

December 31,

2011

$ 44,618
40,199

$ 86 817

December 31,

2010

$ 30,456
37,120

$ 67 576
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(5) Inventory, net
Inventory consists of finished goods,, refiirbished goods, chips sets and other raw material comporilents used in manufacturing radios.

Inventory is stated at the lower of cost, determined'. on a first-iri, first-out basis,~ or market. We record an estimated allowance for inventory that
is considered slow moving, obsolete or whose carrying value is in excess ofnet realizable value. The procession related to products purchased
for resale in our direct to consumer distribution channel and components held for resale by us is reported as a component of Cost of equipment
in our consolidated statements of operations. The provision related to inventory consuined in our OEM anti retail distribution channel its

reported as a component of Subscriber acquisition costs in our consolidated statements of operations.

Inventory, net, consists of the following:

Raw materials
Finished goods
AHowance for obsolescence

Total inventory, net

Dcccmbcr 31,

2011

$ 24,134
28,007

$ 36,711

Dcccmibcr 31,

2010

$ 18,181
24,492

$'1,918

(6) Goodwill

Goodwill represents the excess of the purchase price over the estimated fair value of uet tangible and identifiable intangible assets
acquired in business combinations. Our annual impairment assessment is performed as of October 1 c&of each year, and. an assessment i.s
performed af other times if events or circuinstances indicate it:is more likely th~an not that the asset ~is impaired. At October~ 1, 2011~ and 2010,
the fair value of our single reporting mut substantially exceeded its carrying value and therefore was not at risk of failnig step one itif ASC 350-
20, Goochvill ("ASC 350-20"). Subsequent to our anniial evaluation of the carrying value of goodwill, there were no events or circumstances
that triggered the need for an interim evaluation for impairment. There wei&e no changes in the ca~"ing value of our goodwill during the years
ended December 31. 2011, 2010 and 2009.
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Intangible Assets

Intangible assets consisted of the following:

Weighted Average

Useful Lives

Gross
Carrying

Value

December 31 2011
Accumulated

Amortization
Net Carrying

Value

Gross
Carrying

Value

December 31, 2010
Accumulated

Amortization
Net Carrying

Value

Indefinite life intangible assets:
FCC licenses
Trademark

Definite life intangible assets:
Subscriber relationships
Licensing agreements
Proprietary software
Developed technology
I..easehold interests

Total intangible assets

Indefinite
Indefinite

9 years
9.1 years

6 years
10 years

7.4 years

$2,Q83,654
250,000

380,000
78,897
16,552
2,000

132

(191,201)
(34,145)
(11,507)

(683)~61
$2,811,2"5 ~$ 237,597

$2,083,654
250,000

188,799
44,752

5,045
1,317

71

$2,573,638

$2,083,654
250,000

380,000
78,897
16,552
2,000

132

(144,325}
(24,130)
(9,566)

(483)~43
$2,811,235 ~$ 178,547

$2,083,654
250,000

235,675
54,767
6,986
1,517

89

$2,632,688

Indefinite Life IntangibleAssets

We have identified our FCC licenses and the XM trademark as indefinite life intangible assets after considering the expected use of the
assets, the regulatory and economic environment within which they are used and the effects of obsolescence on their use.

We hold FCC licenses to operate our satellite digital audio radio service and provide ancillary services. The following table outlines the
years in which each of our licenses expires:

FCC license

SIRIUS FM-1 satellite
SIRIUS FM-2 satellite
SIRIUS FM-3 satellite
SIRIUS FM-4 satellite(1)
SIRIUS FM-5 satellite
SIRIUS FM-6 satellite
XM-1 satellite
XM-2 satellite
XM-3 satellite
XM-4 satellite
XM-5 satellite

~4i t

2Q17
2017
2017
2017
2017

(2)
2014
2014
2013
2014
2018

(1) In 2010, we retired our FM-4 ground spare satellite. We still maintain the FCC license for this satellite.
(2) We hold an FCC license for our FM-6 sateIIite, which will expire eight years from when this satellite is launched and placed into operation.
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Prior to expiration, we are required to apply for a renewal of.'ur FCC lit',enses. The tenetval 'and extension of'our licenses is reasonabb~
certain at minimal cost, which is expensed as iincurred. Each of the FCC licenses authorizes us to use the broadcast. spectrum, which is a
renewable, reusable resource that does not deplete or exhaust over time.

In connection with the Merger, $250,000 of the purchase price was allocated to the 3B/I trademark. As of December 31, 201:l, there were
no legal, regulatory or contractual limitations associated with the XM trademark.

Our annual impairment assessment of otrr indefKaite intangible assets is performed as of October 1st of each year; An assessment is made
at other times if events or changes in circumstances indicate that it is more like;ly than stot that ~the assets have been impaired. tItt Okto6er 1~,

2011 and 2010, the fair value of our indefmite intangible assets substantially ejxcetIded its I:~in) valise and therefore was not at risk of
impairment. Subsequent to our annual evaluation of the carrying value of goodwill, tht:re inhere no r'vents or circtnrtstances that'rigigertId the
need for an interim evaluation for impairment.

Definite Life IntangibieAssets

Subscriber relationships are amortized on an accelerated basis over 9 yeW, ishitih rc@ects the estimated pattern in which the economic
benefits will be consumed. Other defnnte life:intangible assets inc!lude certain licensing agreements, which are amortized Aver~ a weighted'verageuseful life of 9.1 years on a straight-line basis,.

Amortization expense for all definite life int'mgible assets was $59,050, $66,324 and. $76,S87 for the years ended December 31, 2011,
2010 and 2009, respectively. Expected amortization expense for each of the fiscal 'yeats through Decetnber 31,, 2016 and for periods thereafter
is as follows:

Year endin December 31.

2012
2013
2014
2015
2016
Thereafter
Total definite life intangibles assets, net

Atnonn't

$ 53 680
47 357
38,8'79
37,5.53
31,959
30,556

$239„984

(8) Subscriber Revenue

Subscriber revenue consists of subscription fees, revenue derived from agreements with certain daily rental fleet operatots, non-
refundable activation and other fees. Revenues received from OEMs for subscriptions included in the sale or lease price of vehicles arel also
included in subscriber revenue over the searice period.

Subscriber revenue consists of the follov6ng::

For theYears Ended December 3ll~
Subscription fees
Activation fees

Total subscriber revenue

2011

!I&2,581,433
13 981

$~2595 414

2010

$2.,398,146
16,028

$2„414,174

2009

$2,265,666
21.837

$2 28~7503
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Interest Costs

We capitalized a portion of the interest on funds borrowed to finance the construction costs of our satellites and related launch vehicles
for our FM-6 satellite for the year ended December 31, 2011 and for our FM-6 and XM-5 satellites for the years ended December 31, 2010 and
2009. We also incur interest costs on all of our debt instruments and on our satellite incentive agreements. The following is a summary of our
interest costs:

For the Years Ended December 31,

Interest costs charged to expense
Interest costs capitalized

Total interest costs incurred

2011

$304,938
33,522

$338,460

2010 2009

$295 643 $315,668
63.880 61,201

$359,523 $376 869

Included in interest costs incurred is non-cash interest expense, consisting of amortization related to original issue discounts, premiums
and deferred financing fees of $39,515, $42,841 and $43,066 for the years ended December 31, 2011, 2010 and 2009, respectively.

(10) Property and Equipment

Property and equipment, net, consists of the following:

Satellite system
Terrestrial repeater network
Leasehold improvements
Broadcast studio equipment
Capitalized software and hardware
Satellite telemetry, tracking and control facilities
Furniture, fixtures, equipment and other
Land
Building
Construction in progress

Total property and equipment
Accumulated depreciation and amortization

Properly and equipment, net

December 31„
2011

$ 1,943,537
112,440
43,455
53,903

193,301
60,539
60,283
38,411
57,185

372,508
2,935,562

~1.361.6437
8 1,673 919

December 31,
2010

$ 1,943,537
109,582
43,567
51.985

163 689
57,665
63/65
38,411
56,685

297,771
2,826,157

~1,964,883
$ 1 761374

Construction in progress consists of the following.

Satellite system
Terrestrial repeater network
Other

Construction in progress

December 31,

2011

$ 343,932
19.194
9,382

$ 372,508

Deceinber 31,

2010

$ 262,744
19,239
15.788

8 397 771

F-20
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Depreciation and amortization expense on properly and equipment was $208,830, $207,367 And,'$232.863 for the years ended
December 31, 2011, 2010 and 2009, respectively. We retu ed property and equipment of $12,158 during the year ended December 31, 2011 ~
$155,000, which included our FM-4 satellite dung the year ended December 31, 2010.

Satellites

We currently own a fleet of nine orbiting satellites. The chart below provides ceitain information on these satellites.

Satellite Desi nation
FM-I
FM-2
FM-3
FM-5
XM-I
XM-2
XM-3
XM-4
Xnir-5

Year Delivered
2000
2000
2000
2009
2001
2001
2005
2006
2010

Estimated Encl of

~De reciable Life

2013
2013
2015
2024
2013
2013
2020
2021
2025

We own four orbiting satellites for use in the Sirius «system. Spac:e Systems/Loral has constructecl anotheir satellite (FM-6) for usc in tins
system.

In 2010, we recorded an other than temporary impailment charge of $56!.100 to Restfuctt~ninp, inItpaiiments, and related costs in our
consolidated statement of operations for FM-4, a ground spare satellite held in'toi'age'since 2002 We determined that the probability of
launching FM-4 was remote due to the launch of3B/I-5 in 2010.

We own five orbiting satellites for use in the XM system. Four of these satellites were manufacttued by I3oeing Satellite Systems
International and one was manufactured by Space System«i/Loral.

During the years ended December 3 li, 2011 and 2010, we capitalized expenditures, hicluding interest, of $81,189 ancl $223,928,
respectively, related to the construction of our FM-6 and JiM-5 satellites and related launch vehicles.

(11) Related Party Transactions
We had the following related patty balances at Decetnber 31, 2011 and2010.'iberty

Media
Sirius XM Canada
Sirius Canada
XM Canada

Tottd

Rela'ted party
m$rrent assets

Related party
lo~n-term assets

Related party
«mrrent liabilities

Related party
long-term
lliabibties

2011» 2010

$ — $
14,702

5,613
1,106

2011* 2010 2011»

$ 1,212 $ 1,571 $ 9,722
53,741 — 4.580

31,904

2010

$ 9,765

1,805
4,275

2011"

$
'1,741

2010

24,517
$14,702 $6,719 $54.953 $33 475 '14,302 $15,'845'21,741 $24.517

Related party
lion-term debt '011* 2010

$328,788 $325.907

$328.788 $825807

"Sirius Canada and XM Canada combinecl in June. 2011. 1'he combined entity now operates as Sirius XM Canada.
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iherIJ'edia
In February, 2009, we entered into an Investment Agreement (the "Investment Agreement") with an affiliate ofLiberty Media

Corporation, Liberty Radio, LLC (collectively, "Liberty Media"). Pursuant to the Investment Agreement, in March 2009 we issued to Liberty
Radio, LLC 12 500,000 shares of our Convertible Perpetual Preferred Stock, Series B (the "Series B Preferred Stock"), with a liquidation
preference of $0.001 per share in pattial consideration for certain loan investments. Liberty Media has representatives on our board ofdirectors.

The Series B Preferred Stock is convertible into 2,586,976,000 shares of common stock. The Investment Agreement provides for certain
standstill provisions during the three year period ending in March 2012.

We accounted for the Series B Preferred Stock by recording a $227.716 increase to additional paid-in capital, excluding issuance costs,
for the amount of allocated proceeds received and an additional $186„188 increase in paid-in capital for the beneficial conversion feature.
which was immediately recognized as a charge to retained earnings.

Liberty Media has advised us that as of December 31, 2011 and 2010, respectively, it owned the follov ing:

December 31,

2011

December 31,

2010

8.75% Senior Notes due 2015
9.75% Senior Secured Notes due 2015
13% Senior Notes due 2013
7% Exchangeable Senior Subordinated Notes due 2014
7.625% Senior Notes due 2018
Total principal debt

Less: discounts
Total carrying value debt

$ 150.000
50,000
76,000
11,000
50,000

337,000
8312

$ 328,788

$ 150,000
50,000
76,000
11 000
50.000

337,000
11,093

$ 325,907

As ofDecember 31, 2011 and 2010, we recorded $9,722 and $9,765, respectively, related to accrued interest with Liberty Media to
Related party current liabilities. We recognized Interest expense associated with debt held by Liberty Media of $35,681, $40,169 and $79,640

the years ended December 31, 2011, 2010 and 2009, respectively

Sirius XM Canada

In June 2011, Canadian Satellite Radio Holdings Inc. ("CSR'), the parent company of XM Canada, and Sirius Canada completed a
transaction to combine their operations ("the Canada Merger") As a result of the Canada Merger, Sirius Canada became a wholly-owned
subsidiary of CSR. The combined company operates as Sirius XM Canada. In connection with the transaction, we received:

~ approximately 46,700,000 Class A shares of CSR representing a 38.0% equity interest and a 25.0% voting interest;

~ $53,781 in cash as repayment of the XM Canada credit facility ($38,815) and consideration for our preferred stock in Sirius Canada
($10,117 as a return of capital and $4,849 in dividends, net of foreign withholding taxes); and

~ $5,208 in non-interest bearing notes of CSR, which are primarily due at the earliest of (a) the maturity date (2 years), (b) after Sirius
XM Canada is "free cash flow" positive for a period of six consecutive months, or (c) a date determined by the Sirius XM Canada
board of directors. As ofDecember 31, 2011, $4,798 of these notes were reported as a Related Party current assets.
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The transaction was accounted for as a reverse acquisition whereby Sirius Canada was deemed to be thc acquirer of CSR. As a result.o~
the transaction, we recognized a $75,768 gain in Interest aud investment irtcome during the year ended Decem'ber 31, 2011.

Our interest in Sirius XM Canada is accounted for under the equity method. The excess of the cost ofour ownership interest in 6teetluit)'f

Sirius XM Canada over our share of the net assets is recognized'. as goodwill and intangible assets and is, included in the carrying amount of
our investment. Equity method goodwill is not amortized We wiH periodically evaluate this invesiment to dettnnine if'here has been an other
than temporary decline below carrying value Equity method intangible assets 'are amortiz!d urer their respective useful lives, 'which is
recorded in Interest and investment income. As ofDecember 31, 2011., our investmentbalance in Sirius XM Canada was approximately
$45,061, $28,589 of which represents equity method goodwill and intangible assets, and vistas recor'ded in Related party long-term assets.

We provide Sirius XM Canada with chip sets and. other services and we are reimbursed for these costs. As ofDecember 31, 2011,
amounts due for these costs totaled $7,,404 andi is reported as Related party current assets.

As ofDecember 31, 2011, amounts due from Sirius XM Canada also included $7,280 att'ribu'table to deferred progratnming costs and
accrued interest. $4,780 ofwhich is reported as Related party long-terru assets.

We hold an investment in Cdn$4,000 face value of 8/o convertible unsecured subordinated debenture issuecl by CSR, for which the
embedded conversion feature is bifurcated from the host contract. The host cotlttrat!t is acct'nted for ai. fair value as an available-for-sale
security with changes in fair value recorded to Accumulated. oiher comprehensive:income (loss), net of tax. The embedded~ cotfve&ion ~featlure's

accounted for at fair value as a derivative wi'th changes in fair value recorded in earning& as Interest,and investment income (loss). As of
December 31, 2011, the carrying values of'he host contract and embedded derivative related to our investment in the debentures was $3,490
and $0, respectively. As of December 31, 2010 the cajrrying values of the host contract and embedded derivative related to our investment in
the debentures was $3,302 and $11. respectively. The cartying vahaes of the host contract and embedded derivative are recorded in~ Related
party long-term assets.

As of December 31, 2011, amounts due to Sirius XM Canada totaled $1,804 and is rtl.ported Its Related party current liabiilities.

We recorded the following revenue f'rom Sirius XM Canada as Other revenue in our consolidated statements of operations:

For the Year Ended

Royalty income
Amortization of Sirius XM Canada djeferred income
Licensing fee revenue
Advertising reimbursements

Total revenue from Sirius XM Canada

$ 13,7:35
1,388
3,000

417
$ 18 540

o Sirius XM Canada commenced operations on June 2011.

Our share ofnet earnings or losses of Sirius XM Canada are irecorded to Interest and investment income (Ioss) in our consolidated
statements of operations on a one month lag. Our share of Sirius XM Canada's~ net ~inc6me ~wasI $ 1 081 for the year ended December 31, 2011.
We recorded amortization expense of $1,556 related to the equity method inta&gib/e abets for 'the Pear'nded December 31, 2011.'-23
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irias Canada

We had an equity interest of 49.9% in Sirius Canada until J'une 21, 2011 when the transaction between XM Canada and Sirius Canada
closed. Our investment balance was zero as of December 31„2010 as our investment balance was absorbed by our share of net losses generated

by Sirius Canada.

In 2005, we entered into a license and services agreement with Sirius Canada. Pursuant to such agreement, we are reimbursed for certain
costs incurred to provide Sirius Canada service, including certain costs incurred for the production and din~bution of radios, as well as

information technology support costs. In consideration for the rights granted pursuant to this license aud services agreement, we have the right
to receive a royalty equal to a percentage of Sirius Canada's gross revenues based on subscriber levels (ranging between 5% to 15%) and the
number of Canadian-specific channels made available to Sirius Canada.

We recorded the following revenue from Sirius Canada. Royalty income is included in other revenue and dividend income is included in
Interest and investment income (loss) in our consolidated statements of operations:

For the Years Ended December 31

Royalty income
Dividend income

Total revenue from Sirius Canada

2011*

$ 9,945
460

$ 10,405

1010

$ 10,684
926

$ 11,610

$ 5,797
839

$ 6,636

"'Sirius Canada combined with XM Canada in June 2011.

Receivables from royalty and dividend income were utilized to absorb a portion of our share ofnet losses generated by Sirius Canada.
Total costs that have been or will be reimbursed by Sirius Canada were $5,253, $12,185 and $11,031 for the years ended December 31, 20'I 1,
2010 and 2009, respectively.

Our share of net earnings or losses of Sirius Canada was recorded to Interest and investment income (loss) in our consolidated statements
of operations on a one month lag. Our share of Sirius Canada s net loss was $9,717, $10,257 and $6,636 for the years ended December 31,
2011, 2010 and 2009, respectively. The payments received from Sirius Canada in excess of carrying value were $6,748, $10,281 and $13,738

r the years ended December 31, 2011 2010 and 2009, respectively.

Xllf Canada

We had an equity interest of 21.5% in XM Canada until June 21, 2011 when the transaction between XM Canada and Sirius Canada
closed. Our investment balance was zero as of December 31, 2010 as our investment balance was absorbed by our share of net losses generated
by XM Canada.

In 2005, XM entered into agreements to provide XM Canada with the right to offer XM satellite radio service in Canada. The agreements
have an initial ten year term and XM Canada has the unilateral option to extend the agreements for an additional five year term. We receive a
15% royalty for all subscriber fees earned by XM Canada each month for its basic service and an activation fee for each gross activation of an
XM Canada subscriber on XM's system. Sirius XM Canada is obligated to pay us a total of $70,300 for the rights to broadcast and market
National Hockey League ("NHL") games for a ten year term. We recognize these payments on a gross basis as a principal obligor pursuant to
the provisions of ASC 605, Revenue recognition . The estimated fair value of deferred revenue from XM Canada as of the Merger date was
approximately $34,000, which is
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amortized on a straight-line basis through 202~0, the end of the expected term df the agteementh. A's ofDecember 31, 2011~ and~ December 31
2010, the carrying value of deferred revenue related to this agreement was $24,517 and $28,792, respectively.

The Cdn$45,000 standby credit facility we extended to XM Canada was~paid and tet&minuted as a result of the Canada Merger. We
received $38,815 in cash upon payme&1t of this facility. As: a result of the repayment of the cre&ht facility and completion of the Canada Merger,
we released a $ 15,649 valuation allowance related to the absorption of our share of the net loss from our investment in XM Canada as of
June 21, 2011.

As of December 31, 2010, amounts due from XM Canada also included $7,201 attributable to deferred programming co~ts and a'ccmed
interest, all ofwhich is reported as Related party Iong-term assets.

We recorded the following revenue from XM Canada as Other revenue in our consolidated statements of operations:~

For the Years Ended Dlecea&her 3~1

Amortization of XM Canada deferred income
Subscriber and activation fee royalties
Licensing fee revenue
Advertising reimbursements

Total revenue from XM Cana.da

2~011*

$ 1,388
5,483
:3,000

833
$ 10,704

2010

$ 2,776
10,313
4,500
1,083

$ 18,672

2009

$ 2,776
11,603
6,000
1,067

$21,446

eXM Canada combined with Sirius Canada in June 2011.

Our share ofnet earnings or losses ofXM Canada is recorded to Interest and investment income in om consolidated statements cf
operations on a one month lag. Our share of XM Canada's net loss was $6,049, $ 12,147 at&&d $2,292 for the! years ended December 31, 2011,
2010 and 2009, respectively.

General Motors andAmerican Honda
We have a long-term distribution agreement with General Motors Company ("GM"}, GM had a representative on out board of directors'ndwas considered a related party through May 27, 2010. During the term of the agreement, GM has agreed to distribute our service. We'ubsidizea portion of the cost of satellite radios and make incentive payments to GM when the owners of GM vehicles ixith factor- or. deal

installed satellite radios become self-paying subscribers. We ajlso share with GM a perdenthge bf the subscriber revenue attributable to GM.
vehicles with factory- or dealer- instal!led satellite radios. As part of the agreement,, GM provides certain calI-center related services directly to
subscribers who are also GM customers for which we reimburse GM.

We make bandwidth available to OnStar LLC for audio and data transmissions to owners of enabled GM vehicles, regardless ofwhether
the owner is a subscriber. OnStar's use o'f'ur bandwidth must be in compliance with applicabl'e IaKs, tnust not compete ot adkersaly interfere'ithour business, and must meet our qualIIty standard.. We also 8&~ted to OnStar a certain amount of time to use our studios on an annual
basis and agreed to provide certain audio content for distribution on OnStar'sservi'ces.'e

have a long-term distribution agreement with American Honda. American Honda had a representative on our board of dhectors and
was considered a related party through May 27, 2010. We have an agreement to make && certain am'cunt of our bandwidth atvailable'o American
Honda. American Honda's use of our bandwidth
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be in compliance with applicable laws, must not compete or adversely interfere with our business, and must meet our quality standards.
agreement remains in effect so long as American Honda holds a certain amount of its investment in us. We make incentive payments to

erican Honda for each purchaser of a Honda or Acura vehicle that becomes a self-paying subscriber and we share with American Honda a
portion of the subscriber revenue attributable to Honda and Acura vehicles with installed satellite radios.

We recorded the following total related party revenue from GM and American Honda. primarily consisting of subscriber revenue, in
connection with the agreements above:

For the Years Ended December 31
2010%

GM
American Honda

Total

$ 12,759
4,990

$ 17,749

$ 31,037
12,254

$ 43,291

"GM and American Honda were considered related parties through May 27, 2010.

We have incuned the following related pariy expenses with GM and American Honda:

For the Years Ended December 31
2010*

American American

Sales and marketing
Revenue share and royalties
Subscriber acquisition costs
Customer service and billing
Interest expense, net of amounts capitalized

Total

GM

$13,374
15,823
17,514

125
1,421

$48,257

Honda

$
3,167
1,969

$ 5,136

GM

$ 31,595
58,992
34,895

268
4,644

$ 130,394

Honda
500

6,541
5,397

$12,438

M and American Honda were considered related parties through May 27, 2010

) Investments

Auction Rate Certi~ates
Auction rate certificates are long-term securities structured to reset their coupon rates by means of an auction. We accounted for our

investment in auction rate certificates as available-for-sale securities. In January 2010, our investment in the auction rate certificates was called
by the issuer at par plus accrued interest, or $9,456, resulting in a gain of $425 in the year ended December 31, 2010.

Long Tenn Restricted I&n estntents

Restricted investments relate to reimbursement obligations under letters ofcredit issued for the benefit of lessors of office space. As of
December 31, 2011 and December 31, 2010, our Long-term restricted investments were $3,973 and $3,396, respectively. During the year
ended December 31, 2011, $250 of obligations relating to these letters of credit were terminated and a new letter of credit agreement was
entered into for $826 for additional space.
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(13) Debt

Our debt consists of the following:

3.25% Convertible Notes due 2011 (a)
Less: discount

8.75% Senior Notes due 2015 (b)
Less: discount

9.75% Senior Secured Notes due 2015 (c)
Less: discount

11.25% Senior Secured Notes due 2013 (d)
Less: discount

13% Senior Notes due 2013 (e)
Less: discount

7% Exchangeable Senior Subordinated Notes due:
2014 (f)

Less: discount
7.625% Senior Notes duc 2018 (I)

Less: discount
Other debt:

Caprtal leases
Total debt

Less: total current maturities non-related party
Total long-tenn

Less: related party
Total long-tenn, excluding related p:uty

Conversion

Price

$ 5.30

N/A

'/A

'/A

$ 1.875

N/A

'/A

Decem ber 31,

2011

800,000
(9,753)

257,000
(8,356)

778,500
(39,504)

5I50 000
(5,956)

700,000
(10,898)

2,941
3,013,974

1,623
3,012,351

328 788
$2,683,563

December.'31,

2I310

$ 191,979
(515)

800,000
(12,213)
257,000
(10,116)
36,685
(1,705)

778.500
(59,592)

550,000
(7,620)

700,000
(12,054)

7,229
3,217,578

19~58.15

3.021,763
325 907

$2,695,856

(u) 3.25% Convertibre¹tes due 2011

In October 2004, we issued $230,000 in aggi egate principal amount of 3.25% Convertible Notes due October 15„2011 (the "3.25%
Notes"), which were convertible, at the option of the holder, into shares ofour corrunon stock at any tune at a conversion rate of 188.6792
shares of common stock for each $1,000 principal amount,, or $5.30 per share of common stock. Interest was payable semi-annually on
April 15 and October 15 of each year. The obl~igations under the 3.25%1 Notes ~were noi. securecl by any of cIur assets.

In 2011, we purchased $ 168,113 of the outsbmding 3.25%o Notes at prices between 100.75% and 101% of the principal amount plus
accrued interest. We recognized a loss on extinguishment of debt f'or the 3.25% Notes of $2,291 for the year ended December 31, 2011, which
consists primarily of cash premiums paid, unamortized discount and deferred financing fees. The remaining $23,866 in principal amount of the
3.25% Notes was paid in October 2011 upton maturity.

(b) 8. 75% Senior Notes due 2015

In March 2010, we issued $800,000 aggregate principal amount of 8.75%i Senior Notes due 2,015 (the "8.75%o Notes't). Interest is payable
semi-annually in arrears on April 1 and October 1 of each year at a rate of 8.75% per siam. The 8.75% Notes mature on April 1, 2015. The
8.75% Notes were issued for $786,000, resultiug in an aggregate original issuance discount of $14,000. Substantially all of our domest:ic
wholly-owned subsidiaries guarantee our obligations under the: 8.75% Notes oA. a sIeni6r urtseciiredI basis.
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c) 9.7$% Senior SecuredNotes due 201$

In August 2009, we issued $257,000 aggregate principal amount of 9.75% Senior Secured Notes due September 1, 2015 (tbe "9.75%
Notes"). Interest is payable semi-annually in arrears on March 1 and September 1 of each year at a rate of 9.75% per annum. The 9.75% Notes
were issued for $244,292, resulting iu an aggregate original issuance discount of $ 12,708. Substantially all of our domestic wholly-owned
subsidiaries guarantee our obligations under the 9.75% Notes. The 9.75% Notes and related guarantees are secured by first-priority liens on
substantially all of our assets and the assets of the guarantors.

(d) 11.2$% Senior SecuredNotes due 2013

In June 2009, we issued $525,750 aggregate principal amount of 11.25% Senior Secured Notes due 2013 (the "11.25% Notes"). The
11.25% Notes were issued for $488,398, resulting in an aggregate original issuance discount of $37,352.

In October 2010, we purchased $489,065 in aggregate principal amount of the 11.25% Notes. The aggregate purchase price for the
11.25% Notes was $567,927. We recorded an aggregate loss on extinguishment of the 11.25% Notes of $85,216, consisting primarily of
unamorlized discount, deferred financing fees and repayment premium to Loss on extinguishment of debt and credii. facilities, net, in onr 2010
consolidated statements of operations. The remainder of the 11.25% Notes of $36,685 was purchased in January 2011 for an aggregate
purchase price of $40,376. A loss from extmgnishment of debt of $4,915 associated with this purchase was recorded during the year ended
December 31, 2011.

(e) 13% Senior Notes due 2013

In July 2008, we issued $778,500 aggregate principal amount of 13% Senior Notes due 2013 (the "13% Notes"). Interest is payable semi-
annually in arrears on February 1 and August 1 of each year at a rate of 13% per annum. The 13% Notes mature on August 1, 2013.
Substantially all of our domestic wholly-owned subsidiaries guaraniee our obligalions under ihe 13% Notes.

g 7% Exchangeable Senior SubordinatedNotes due 2014

In August 2008, we issued $550,000 aggregate principal amount of 7% Exchangeable Senior Subordinated Notes due 2014 (the
"Exchangeable Notes"). The Exchangeable Notes are senior subordinated obligations and rank junior in right ofpayment to our existing and
future senior debt and equally in right of payment with our existing and future senior subordinated debt. Substantially all of our domestic

oily-owned subsidiaries have guaranteed the Exchangeable Notes on a senior subordinated basis.

Interest is payable semi-annually in arrears on June 1 and December 1 of each year at a rate of 7% per annum. The Exchangeable Notes
mature on December 1, 2014. The Exchangeable Notes are exchangeable at any time at the option of the holder into shares of our common
stock at an initial exchange rate of 533.3333 shares of common stock per $1,000 principal amount of Exchangeable Notes, which is equivalent
to an. approximate exchange price of $1.875 per share of common stock.

(g) 7.625% Semor Notes due 2018

In October 2010, we issued $700,000 aggregate principal amount of 7.625% Senior Notes due 2018 (the "7.625% Senior Notes"). Interest
is payable semi-annually in arrears on May 1 and November 1 of each year at a rate of 7.625% per annum. A majority of the net proceeds were
used to purchase $489,065 aggregate principal amount of the 11.25% Notes. The 7.625% Senior Notes mature on November 1, 2018.
Substantially all of our domestic wholly-owned subsidiaries guarantee our obligations under the 7.625% Senior Notes.
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Covezzants andRestrictkms

Our debt generally requires compliance with certai covenants that restrict our ability to among other things, (i) incur additional
indebtedness unless our consolidated leverage ratio would be no greater than 6.00 to 1.00 after the incurrence of the indebtedness, (ii) incur
liens, (iii) pay dividends or make certain other restricted payments, investmerits ot actluisition's, (iV) ehter into certain tranhactiond with
affiliates, (v) merge or consolidate with another person, (vi) sell, assi', lease or otherwise dispose of all or substantially all of our assets, and
(vii) make voluntary prepayments of certain clebt, in each case subject to exceptions.

Under our debt agreements, the following generally constitute an event of default: (i) a default in the payment of interest; (ii) a default iu
the payment of principal; (iii) failure to comply with covenants; (iv) failure to pay'th'er indebtedness after final maturity or acceleration of
other indebtedness exceeding a specified amount; (v) certain events o:F bankruptcy; (vi) a judgment for payment of money'xc'ceding &0 st:cifii'.d
aggregafe amouni.; and (vii) voidance of subsidiary guarantee.&, subject to grace periods where'pplicable. If an evenl, of default occurs and is
continuing our debt could become immediately due and payable.

At December 31, 2011, we were in compliance with our debt covenants.

(14) Stocl&olders'quity
Common Stock, par vahze $0.001 per,share

We were authorized to issue up to 9,000,000,000 shares of conunon stock as of December 31, 2011 and 2010. There were 3.,753,201,929
and 3,933,195,112 shares of common stock issuecl and outstanding as of December 31, 2011 and 2010, respectively.

As of December 31, 2011, approximately 3,342,,818,000 shares of common &&ock were reserved for issuance in connection with
outstanding convertible debt, preferred stock, warrants& incentive stock awards and common stock. to be granted to third parties upon
satisfaction of performance targets.

To facilitate the offering of thc Fxchangeable Notes, we entered into sh6re l~'.nding agree!ments vvith Morgan Stanley Capital. Services Inc.
("MS") and UBS AG London Branch ("IjBS") in July 2008, under which we loaned MS and UBS an aggregate of 262,400,000 shares of our
conunon stock in exchange for a fee of $0.001 per sh&are. During the third quarter of 2009, MS returned to us 60,000,000 shares of'm'ommon
stock borrowed. In October 2011, MS andi UBS returned the remaining 202,400,000 shares loaned. The returned shares were retired upon
receipt and removed from outstanding common stock. The share lending agreements have been terminated.

IThe shares we loaned to the share bortowers were issued and outstanding fot coiporate I'aw I')uzposes through October 2011, ~ an@ holdet.
of borrowed shares (other than the share borrowers) had the same rights under those shares as holders of any of our other outstanding common
shares. Under GAAP, the borrowed shares were not considered outstaudmg for the purpose of computing and reporting our net income (loss)
per common share.

We recorded interest expense related. to the amortization of the costs associated with the share-lending arrangement and other is& uance
costs of $11,189, $ 10,095 and $9,248., respectively, for the years ended December 31, 2011, 2010 and 2009. As of Decem'ber 31, 2011, the
unarnortized balance of the debt issuance costs wan $40,054, with $39,253 recorded in deferred financmg fees, net, and $801 recorded in long-
term related party assets. As ofDecember 31, 2010, the unamortized balance of the debt issuance costs was $51,243, with $50,218 recorded in
defened financing fees, net, and $ 1,025 recorded in long-term related patty assets. As of December 31, 2010, the estimated fai'r value of the
outstanding 202,400,000 loaned shares was approximately $329,912. These costs will continue to be amortized until the debt is te&minated.
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In January 2004, Sirius signed a seven-year agreement with a sports programming provider which expired in February 2011. Upon
Poution of this agreement, Sirius delivered 15,173,070 shares of common stock valued at $40,967 to that programming provider. These

s xmas of common stock were subject to transfer restrictions which lapsed over time. We recognized share-based payment expense associated
with these shares of $1,568, $5,852, and $5,852 in the years ended December 31, 2011, 2010 and 2009, respectively. As ofDecember 31, 2011
and December 31, 2010, there was $0 and $ 1,568 remaining balance of common stock value included in other current assets, respectively.

&eferredStock, par value $0.00I per share

We were authorized to issue up to 50,000,000 shares ofundesignated preferred stock as ofDecember 31, 2011 and 2010.

There weir no shares of Series A Convertible Preferred Stock ("Series A Preferred Stock") issued and outstanding as of December 31,
2011 and December 31, 2010.

There were 12,500,000 shares of Series 8 Preferred Stock issued and outstanding as ofDecember 31, 2011 and 2010. The Series 8
Preferred Stock is convertible into shares of our common stock at the rate of 206.9581409 shares of common stock for each share of Series 8
Preferred Stock, representing approximately 40Fo of our outstanding shares of common stock (after giving effect to such conversion). As the
holder of the Series 8 Preferred Stock, Liberty Radio LLC is entitled to a number ofvotes equal to the number of shares of our common stock
into which such shares of Series 8 Preferred Stock are convertible. Liberty Radio LLC will also receive dividends and distributions ratably
with our common stock, on an as-converted basis. With respect to dividend rights, the Series 8 Preferred Stook ranks evenly with our common
stock and each other class or series of our equity securities not expressly provided as ranking senior to the Series 8 Preferred Stock. With
respect to liquidation rights, the Series 8 Preferred Stock ranks evenly with each other class or series of our equity securities not expressly
provided as ranking senior to the Series 8 Preferred Stocl, and will rank senior to our common stock. In 2009, we accounted for the issuance
of Series 8 Preferred Stock by recording a $227,716 increase to additional paid-in-capital for the amount of the allocated proceeds received and
an additional $186,188 increase to paid-in-capital for the beneficial conversion feature, which was recognized as a charge tc retained earnings.

There were no shares ofPreferred Stock, Series C Junior (the "Series C Junior Preferred Stock"), issued and outstanding as of
December 31, 2011 and 2010. In 2009, our board of directoire created and reserved for issuance in accordance with the Rights Plan (as
described below) 9,000 shares of the Series C Junior Preferred Stock. The shares of Series C Junior Preferred Stook are not redeemable and
rank, sixth respect to the payment of dividends and the distribution of assets, junior to all other series of our preferred stock, unless the terms of
such series shall so provide. The Rights Plan expired on August 1, 2011.

8"arrante

We have issued warrants to purchase shares of common stock in connection with distribution, programming and satellite purchase
agreements and certain debt issuances. As ofDecember 31, 2011 and 2010 approximately 22,506,000 and 42,421,000 warrants to acquire an
equal number of shares of common stock were outstanding and fully vested. These warrants expire at various times through 2015. At
December 31, 2011 and 2010, the weighted average exercise price of outstanding warrants was $2.63 and $2.66 per share, respectively. During
the year ended December 31, 2011, 3,415,000 warrants expired. We incurred warrant related expense of $2,522 for the year ended
December 31, 2009. We did not incur warrant related expenses in 2011 or 2010.
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ttranantsin thousands)

NFL
DaimlerChrysler AG
Ford
Lehman Warrants

Space Systems/Loral
Other distributors and programming providers
Total

Averafat

Exercise

Price L

$ 2.50
104
300

15.00
705
3.00

R'xpiration
Date

March 2015
May 2012

October 2012
March 2011-

April 2011
December 2011

~ June 2014

Number
of'arrants

Z011

16,718

4,000

2010

16„718
16,500
4,000

~1788
22,506

1,575
1,840
1,788

42,421

December 31,

In February 2011, Daimler AG exertised 16.,500,000 warrants to purchase shares of common stock on a net settlement basis,~ resflitingin'he
issuance of 7,122,951 shares of our common sl:ock.

RightsPlan
In April 2009, our board of directors adopted a rights plan. The terms of the rights and the rights plan are set forth in a Rights Agreement

dated as ofApril 29, 2009 (the "Rights Plan"). The Rights Plan was intended to act as a deterrent to any person or group aequiting 4.9'r
more of our outstanding common stock (assumiug for purposes of this calculation that all of our outstanding convertible pleferred stock was
convcrtcd into common stock) without thc approval of our board of directors. Thc kights plan ~cxpircd~on August 1, 2011.

(15) Benefits Plans

We recognized share-based paynlent expense of $51.,622. $54,585, and $65,607 for the years ended P)ecember 31, 2011, 2010 and 2009
respectively. We did not realize any income tax benefits from share-based benefits plans during the years ended Decnnber 31, 2011, 2010
2009 as a result of the full valuation allowance that is maintained for substantiaHy all net deferred tax assets.

2QQ9 Long-Ternt Stock Incentive Plan
In May 2009, our stockholders approved the Sirius XM Radio Inc 2009 Long-Term Stock iftcentive Plan (the "2009 Plan"). Employees,

consultants and members of our board of chrectors are eligIble to receive awards under the 2009 Plan. The 2009 Plan provides for the grant of
stock options, restricted stock, restricted stock units and other stoc1!&-based awards that the compensation committee ofour bo&d of dirhctdrs
may deem appropriate. Vesting and other terms of stock-based. awards are set forth in the agreements with the:individuals receiving the awards.
Stock-based awards granted under the 2009 Plan are generally subject to a vesting requirement. Stock-based awards generally expire ten years
from the date of grant. Each restricted stock unit entitle the holder to receive one khanj: of konimoil stock upon vesting. As of December 31,
2011, approximately 197,606,000 shares of common stock were available for future grants under ihe 2009 Plan.

Other Plans
We maintain four other share-based benefit plans — the XM 2007 Stock Incentive Plan, the Amended and Restated Sirius Satellite Radio

2003 Long-Term Stock Incentive Plan, the XM 1998 Shares Award Plan aud the XM Taleht Optio'n Plan. No further awards may be m'ade
under thcsc plans. Outstanding awards under thcsc plans continue to vest.
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The following table summarizes the weighted-average assumptions used to compute the fair value of options granted to employees and
bers of our board ofdirectors:

For the Years Ended
December 31

Risl--free interest rate
Expected life of options — years
Expected stock price volatility
Expected dividend yield

2011

1.1%
5.27

68%
0%

2010

1.7%
5.28

85%
0%

2000

2.5%
4.68

88Yo

0%

The following table summarizes the range of assumptions used to compute the fair value of options granted to third parties, other than
non-employee members of our board of directors:

Risk-free interest rate
Expected life — years
Expected stock price volatility
Expected dividend yield

For the Year Ended

December 31,
2009

0.67-2.69%
2.33-6.19
83-130%

0%

There were no options granted to third parties, other than non-employee members of our board of directors, during the years ended
December 31, 2011 and 2010.

In 2011, we estimated fair value of awards granted using the hybrid approach for volatility, which weights observable historical volatility
and implied volatility of qualifying actively traded options on our common stock In 2010 and 2009, due to the lack of qualifying actively
traded options on our common stock, we utilized a 100% weighting to observable historical volatility.
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The following table summarizes stock option activity under our share-based payment plans for theyears ended Decctnb@ 31I, 20ll I, 20~
snd 2009 (shares in thousands):

Wetghted-

Outstanding, January 1, 2009
Granted
Exercised
Forfeited, cancelled or expired

Outstanding, December 31, 2009
Granted
Exercised
Forfeited, cancelled or expired

Outstanding, December 31, 2010
Granted
Exercised
Forfeited, cancelled or expired

Outstanding, December 31, 2011

Exercisable, December 31, 2011

Shares
165,436
265,761

(66,405)
364,792

71,179
(19,360)
(14,741)
401,870,

77,450
(13,300)
(26.440}
439.580

179,851

Average

$ 4.42
$ 0.53
$
$ 5.21

$
$ 0.97
$ 0.56
$ 3.58
$ 1.32

$ 1.80
$ 0.87
$ 4.15
$ 1.25

$ 1.59

Weighted-Average
Remaining

Contractual Term
tYears)

Aggregate
Intrinsic

Value

6.33 $378,274
4.92 $158,550

The weighted average grant date fair value of options granted during the years ended December 31, 2011, 2010 and 2009 was $1l04,'0.67
and $0.36, respectively. The total intrinsic value of stock options exercised during the years ended December 31,'0 l 1, 2010 suet 2(N9

was $13,408, $ 13,261 and $0, respectively.

We recognized share-based payment expense associated with stock options of $48,038, $44,833 and $46,080 for the yeatsended'ecember31, 2011, 2010 and 2009, respectively.
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The following table summarizes the nonvested restricted stock and restricted stock unit activity under our share-based payment plans for
ears ended December 31, 2011, 2010 and 2009 (shares in thousands}:

Nonvested, January 1, 2009
Granted
Vested restricted stock awards
Vested restricted stock units
Forfeited

Nonvested, December 31, 20Q9

Granted
Vested restricted stock awards
Vested restricted stock units
Forfeited

Nonvested, December 31, 2010

Granted
Vested respected stock awards
Vested restricted stock units
Forfeited

Nonvested, December 31, 2011

Shares

19,931
84,851
(8,476)

(87,036)
~2,"51

6,919

(4.039)
(1 92)

~291
2,397

(1,854)
(101)~21
421

Weighted-Average
Grant Date Fair

Value

2.84
0.37
2.98
0.46
1.92
2.65

2.85
2.92
2.72
2.57

3.30
3.08
3.05
1.46

The weighted average grant date fair value of restricted stock units granted during the year ended December 31, 2009 was $0.37. No
restricted stock units were granted during 2011 or 2010. The total intrinsic value ofrestricted stock and restricted. stock units that vested during
ihe years ended December 31, 2011, 2010 and 2009 was $3,178, $3,927 and $45,827, respectively.

We recognized share-based pavment expense associated with restricted stock units and shares of restricted stock of $543, $7,397 and
$ 16,632 for the years ended December 31, 2011, 201Q and 2009, respectively.

Total unrecognized compensation costs related to unvested share-based payment awards for stock options and resiricted stock units and
a arcs granted to cmployccs and mcmbcrs of our board of directors at Dcccmbcr 31, 2011 and 2010, nct of csiimatcd forfciturcs, was $129,983
and $108,170, respectively. The total unrecognized compensation costs at December 31, 2011 are expected to be recognized over a weighted-
average period of three years.

4N(k) Savings Plan

We sponsor the Sirius XM Radio 401(k) Savings Plan (the "Sirius XM Plan") for eligible employees.

The Sirius XM Plan allows eligible employees to voluntarily contribute from 1/e to 50% of their pre-tax eligible earnings, subject to
certain defined limits. We match 50% of an employee's voluntary contributions, up to 6% of an employee's pre-tax salary, in the form of
shares of common stock. Employer matcliing contributions
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under the Sirius XM Plan vest at a rate of 33 '/3!4 for each year of employment and are fully vested after three years of employment for all
current and future contributions. Share-based payment expense re.ailthzg from the:matching contribution to the Sirius XM Plan was $3,041,
$2,356 and $2,895 for the years ended. December 31, 2011, 2010 aud 2009, respectively.

We may also elect to contribute to the profit sharing portion of the Sirius XM Plan based upon the total eligible compensation of eligible
participants. These additional contributions in the form of shares ctf common stock are'etermined~ by the compensation committee of our board
of directors. Employees are only eligible to receive profit-,sharing 1contributions during any year in which they are employed on the last.'day of
the year. We did not contribute to the profit sh.aring portio:a of the Sirius XM Plan ~in 2011!, 2010 or 2009.

(16) Income Taxes

Our income tax expense consisted of the following:

For 'the Years Ended December 3ll,

Current taxes:
Federal
State
Foreign
Total current taxes

2011

$
3,229
2,741
5,970

2010

$

1,370
2,312

$

2009

1,622
1,622

Deferred taxes:
Federal
State
Total deferred taxes
Total income tax expense

3,991
6 '!73

8,264
$14,234

4,163
~1,855

2,308
$',620

3,962
397

4,359
$ 5,981

The following table indicates the: significant elements contributirig to the difference between the federal tax expense i6~benefit) at the
statutory rate and at our effective rate:

Federal tax expense (benefit), at statutory rate
State income tax expense (benef it), net of federali benefit
State rate changes
Non-deductible expenses
Other, nct
Change in valuation allowance
Income tax expense

2011
For

$ 154,418
15,751
3,851

457
6,209

~166.~152
$ 14,234

the Years Ended December 3~1

2010 2009

$ 16.,678 $(1 17,883)
12620 (1 1,788)

(2,252)
47130 1,849
6,193 (4,945)

$',620',$ 5,981
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The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities are
ented below.

2011
December 31,

2010

Deferred tax assets.
Net operating loss carryforwards
GM payments and liabilities
Deferred revenue
Severance accrual
Accrued bonus
Expensed costs capitalized for tax
Loan financing costs
Investments
Stock based compensation
Other

Total deferred tax assets
Deferred tax liabilities.

Depreciation ofproperty and equipment
FCC license
Other intangible assets
Other

Total deferred tax liabilities
Net deferred tax assets before valuation allowance
Valuation allowance

Total deferred tax liability

. $ 3,025,621
194,976
410,812

21
17,296
35+27

1,575
40,880
89 862
42,924

3,859,194

(405,892)
(781,742)
(188,988)~189

(1,376,81 I)
2,482,383

~3,36Q,740
~$ 878,357

$ 3,091,869
308,776
346,221

266
16,599
44,149

1,568
62,742

118,507
53+60

4 043,957

(379,180)
(773,850)
(209,489)

(1,362,519)
2,681,438

~(3,551,288

~$ 869,850

The difference in the net deferred tax liability of $878,357 and $869,850 at December 31, 2011 and 2010, respectively, is primarily the
result of the amortization of our FCC licenses which are amortized over 15 years for tax purposes but not amortized for book purposes. This net

rred tax liability cannot be offset against our deferred tax assets under GAAP since it relates to indefinite-lived assets and is not anticipated
everse in the same period.

As a result of the Merger, we have had several ownership changes under Section 382 of the Internal Revenue Code, which may limit our
ability to utilize tax deductions Internal Revenue Code Section 382 imposes substantial reactions on the utilization of net operating losses
and tax credits in the event of a corporation's ownership change. Currently, our ownership changes do not limit our ability to utilize future tax
deductions and so no adjustments were made to gross deferred tax assets as aresult of the Merger. As ofDecember 31, 2011, we had NOL
carryforwards of approximately $7,844,000 for federal and state income tax purposes available to offset future taxable income. These NOL
carryforwards expire on various dates beginning in 2014 and ending in 2028.
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The ultimate realization of deferred tax assets is dependent upon the generation offuture taxable income during the periods iu, which
those temporary differences can be cairied forward under t~ law. Management's evaluation of the realizability of deferred tax assets consid~
both positive and negative evidence, including historical financial performance, scheduled reversal of deferred tax assets and liabilities,
projected taxable income and tax planii1ing strategies h1 making this assessment. The vteight gi'ven to the potenbal effects of positive arid
negative evidence is based on the extent to which:It can be objectively verified. We will not release the valuation allowance until givin'g
consideration to a variety of factors including but iaot limited to: (a) the current period realbatjon 6fNOL carvgorwards, (b) tlaee-year
cumulative pre-tax income, (c) the current per'iod taxable income and (d) the expectation offute earriings. Alter weighting this evidence,
management concluded that it is more likely than not that our deferred tax assets wiH not be realize~i, accordingly, a full valuation allowance
was retained at December 31, 2011.

There is no U.S. federal income tax provision as aH federal taxable income was offset by utilizing U S NOL carryforwards. The state tax
provision is primarily related to taxable income in certain states that have suspended the ability to use NOI. canyforwards. The foreign income
tax provision is primarily related to foreign withholding taxes related to royalty income between us and our Canadian affib.ate.

As ofDecember 31, 2011 and 2010, the gross liability for income taxes associated with uncertain state tax positions, inci'udntg iitterest,
was $ 1,524 and $942, respectively, in other long-term liabilities. No penal ties have been accrued for. We do not ciirrently anticipate that our
existing reserves related to uncertain tax positions as ofDecember 31, 2011 will significantly increase'or d'ecrease during the twelve-month
period ending December 31, 2012; howevn; various events could cau. e our ciiirrent expectations to change in the future. Should o&x pcsitibn
with respect to the majority of these uncertain tax positions be upheld, the effect would be recorded in our consolidated statements of
operations as part of the income tax provision. Our poj icy is to recognize interest and penalties accrued on uncertaIIn tax positions as part of
income tax expense.

Changes in our uncertain income tax. positions, from January 1 through Aecdmbiir 31 are presented below:

Balance, beginning of year
Additions for tax positions from prior years
Interest
Balance, end ofyear
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$ 942
490

92

$ 1,524

2QtQ

$ —
942

$942

 i



SIRIUS XM RADIO INC. AND SUSSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Commitments and Contmgencies

The following table summarizes our expected contractual cash commitments as ofDecember 31, 201 1.

2012 2013 2014 2015 2016 Thereafter Total

Long-term debt obligations(1)
Cash interest payments(1)
Satellite and transmission
Programming and content
Marketing aud distribution
Satellite incentive payments
Operating lease obhgations
Other
Total(2)

$1,057,000
113,433

13,156
151,531

11,644
12,010
28,528

268

$550,182
186,935
13,296

157,106
12,816
12,615
26,135

1,602

$ 1,623
288,338
60,517

238 792
46,153
11,577
34 662
29 681

$ 779,636
288,208

5,526
182,885

17,555
12,660
31,291
10,659

$
53,375

3,455
8,750
8,617

12,913
18,422

182

$ 700,000
106,750

18,638

3,192
74,989

195,213

$3 088 441
1,037,039

114,588
739,064

99,977
136,764
334,251

42,392
$711 343 $ 1,328,420 $960,687 $1,387,570 $105,714 $1,098,782 $5,592,516

(1) Includes captial lease obligations.

(2) The table does not include our reserve for uncertain tax positions, which at December 31, 2011 totaled $ 1,524, as the specific timing of any
cash payments relating to this obligation cannot be projected with reasonable certainty.

Long-tenn debt obligations. Long-term debt obligations include principal payments on outstanding debt and capital lease obligations.

Cash interestpayments. Cash interest payments include interest due on outstanding debt through maturity.

Satellite and transmission. We have entered into agreements with third parties to operate and maintain the off-site satellite telemetry,
tracking and control facilities and certain components of our terrestrial repeater networks. We have also entered into various agreements to
design and construct a satellite and related launch vehicle for use in our systems.

Progrannning and content. We have entered into various programming agreements. Under the terms of these agreements, our
obligations may include fixed payments, advertising commitments and revenue sharing arrangements.

Marketing and distribution. We have entered into various marketing, sponsorship and distribution agreements to promote our brand
are obligated to make payTnents to sponsors, retailers, automakers and radio manufacturers under these agreements. Certain programming

d content agreements also require us to purchase advertising on properties owned or controlled by the licensors. We also reimburse
automakers for ceiiain engineering and development costs associated with the incorporation of satellite radios into vehicles they manufacture.
In addition, in the event certain new products are not shipped by a distributor to its customers within 90 days of the distributor's receipt of
goods, we have agreed to purchase and. take title to the product.
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Satellite incentive payments. Hoeing Satellite Systems International, Inc., the manufacturer of four of XM's in-orbit satellites, may~
entitled to firhm in-orbit performance payments with respect to two ofXM's satellites. AS ofDecember 3.1. 2011, we~ha% adcrutId $07,90~
related to contingent in-orbit performance payments for XM-3 and XM-4 based on expected operating perfortuance over their fifteen 4'eat
design life. Boeing may also be entitled to an additional $10,000 ifXM-4 continues to operate above baseline specifioations diuin'g the fiVe
years beyond. the satellite's fifteen-year design life.

Space Sys~oral, may be entitled to future in-orbit performance psy'ments. As ofDecember 31, 2011, we have accrued $ 10,709'and
$21,450 related to contingent performance payments for FM-5 and XM-5, respectively, based on expected operating performance over their
5fteen-year design life.

Operating lease obligations. We have entered into cancelable and non-cancelable operating leases for o8ice space, equipment and
terrestrial repeaters. These leases provide for minimum lease payments, additional operating expense charges,~ leasehold iijnprhverIientls and retit
escalations that have initial terms ranging from one to fifteen years, and certain leases that have options to renew. The. uFect cf the rent
holidays and rent concessions are recognized on a straight-line basis over the lease terin, including reasonably assured reu'ewal peiiods. Total
rent recognized in connection with leases for the years ended December 31, 2011, 2010 and 2009 was $34,143, $36,652 and $44,374,
respectively.

Other. We have entered into various agreements with third parties for'gen'eral'operating purposes.'In addition to the minimum
contractual cash commitments described above, we have entered into agreements With other v'ariable cost 'arrangements. Thea& future cost's are
dependent upon many factors, including subscriber growth, and are difncult to anticipate; Ihowever, these costs may be substantial. We may
enter into additional progranuning, distribution, marketing and other agreements that contain similar variable cost provisions.'e

do not have any other significant off-balance sheet financing arrsngemenl,s that are ieasonably likely to have a material effect oriour'inancialcondition, results of operations, liquidity, capital expenditures or capital resources.

Legs Proceedings

In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including derivative actions;'ctionsfiled by subscribers, both on behalf of themselves aud on a class actions basis; turrita. elmplbyehs; parties td coiitracts or leases„: and:
owners of patents, trademarks, copyrights or other intellectual properly. Our signkcaut legal proceedings 'are discussed uiider It& 3, t,egd
Proceedings, in Part I of this Annual Report on Form 10-K.
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Quarterly Financial Data— Unaudited

Our quarterly results ofoperations are suuunarized belovr:

March 31
For fhe ThreeMonths Enaea
Jane30 Sentemher 30 December 31

2011:
Total revenue
Cost of services
Income from operations
Net income
Net income per common share — basic(1)
Net income per common share — diluted(l)

2010:
Total revenue
Cost of services
Income from operations
Net (loss) income
Net income (loss) per common share —basic(l)
Net income (loss) per common share —diluted(l)

$ 723,S39
$(270.689)
$ 164,172
$ 78,121
$ 0.02
$ 0.01

$ 663,784
$(260,867)
$ 125,140
$ 41,598
$ 0.01
$ 0.01

$ 744,397
$(273,331)
$ 172,982
$ 173,319
$ 0.05
$ 0.03

$ 699,761
$(266.121)
$ 125,634
$ 15,272
$
$

$ 762/50
$ (277/60)
$ 184,488
$ 104,1S5
$ 0.03
$ 0.02

$ 717,548
$ (280/45)
$ 143,069
$ 67,629
$ 0.02
$ 0.01

$ 783,738
$ (299,719)
$ 154,475
$ 71,336
$ 0.02
$ 0.01

$ 735,899
$ (291,699)
$ 71,571
$ (81,444)
$ (0.02)
$ (0.02)

(1) The sum of the quarterly net income (loss) per share applicable to common stockholders (basic and diluted) does not necessarily agree to
the net income (loss) per share for the year due to the timing of our common stock issuances.
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Schedule II — Schedule ofVtduation and. Qualifying Accounts

Description
(in thousands)
2009

Balance
Jannary 1.

Charged te
Expenses
lBtmelit)

Writeeld
Paymentnt

Other
~ Balance~

gecenther S1,

Allowance for doubtful accounts

Deferred tax assets — valuation allowance

2010

Allowance for doubtful accounts

Deferred tax assets — valuation allowance

2011

$ : 10.860

$3,476,583

$ &,667

$3,615/32:

30,602 (32,795) $ 8,667

138,749 $3,615,332

32,379:: (30,:824) $ 10,222

: (21,749) '(42+95) $3,551,288

Allowance for doubtful accounts

Deferred tax assets — valuation allowance

$ '0,222' '3,164 (33,454) $ 9,932

$3,551,288 (166,452) (24,096) $3,360„740
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Descripdon

Amended and Restated Certificate of Incorporation of the Company, dated March 4, 2003 (incorporated by reference to
Exhibit 3.1 to the Company's Annual Report on Form 10-K for the year ended December 31, 2002).

Certificate of Amendment of the Amended and Restated Certificate of Incorporation of the Company, dated July 28, 2008
(incorporated by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K dated August l. 2008).

Certificate of Amendment of the Amended and Restated Certificate of Incorporation of the Company, dated December 18,
2008 (incorporated by refertsice to Exhibit 3.3 to the Company's Registration Statement on Form S-3 dated December 30,
2008).

Ceitificate ofAmendment of the Amended and Restated Certificate of Incorporation of the Company, dated May 29, 2009
(incorporated by reference to Exhibit 4.4 to the Company's Registration Statement on Form S-8 dated July 1, 2009).

Amended and Restated By-Laws of the Company (incorporated by reference to Exhibit 3.2 to the Company's Quarterly
Report on Form 10-Q for the quarter ended September 30, 2001).

Certificate of Amendment of the Amended and Restated By-Laws of the Company, dated July 28, 2008 (incorporated by
reference to Exhibit 3.2 lo the Company's Current Report on Form 8-K dated August 1, 2008).

Certificate ofDesignations of Series B-1 Convertible Perpetual Prefenel Stock of the Company, dated March 5, 2009
(incorporated by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K dated March 6, 2009).

Certificate of Ownership and Merger, dated January 12, 2011 (incorporated by reference to Exhibit 3.1 to the Company's
Current Report on Form 8-K dated January 12, 2011).

Form of certificate for shares of the Company "s oommon stock (incorporated by reference to Exhibit 4.3 to the Company's
Registration Statement on Form S-1 (File No. 33-74782)).

Common Stool Purchase Warrant granted by the Company to Ford Motor Company dated Ootober 7, 2002 (incorporated by
reference to Exhibit 4.16 to the Company's Quarterly Report on Form 10-Q for the quater ended September 30, 2002).

Indenture, dated as of July 31, 2008, among XM Escrow LLC and The Bank of New York Mellon, as trustee, relating to the
13% Senior Notes due 2013 (incorporated by reference to Exhibit 4.77 to the Company "s Quarterly Report on Form 10-Q for
the quarter ended September 30, 2008).

Supplemental Indenture, dated as of July 31, 2008, among XM Satelhte Radio IIoldings Inc., XM Satellite Radio Inc., XM
Equipment Leasing LLC, XM Radio Inc. and The Bank of New York Mellon, as trustee, relating to the 13% Senior Notes due
2013 (incorporated by reference to Exhibit 4.78 to the Company's Quarterly Report on Form 10-Q for the quarter ended
September 30, 2008).

Supplemental Indenture, dated as of July 31, 2008, among XM Satellite Radio Holdings Inc., XM Escrow LLC and The Bank
ofNew York Mellon, as trustee, relating to the 13% Senior Notes due 2013 (incorporated by reference to Exhibit 4.79 to the
Company "s Quarterly Report on Form 10-Q for the quarter ended. September 30, 2008).

Indenture, dated as ofAugust 1, 2008, among XM Satellite Radio Inc., XM Satellite Radio Holdings Inc., XM Equipment
LLC, XM Radio Inc., the Company and The Bank of New York Mellon, as trustee, relating to the 7% Exchangeable Senior
Subordinated Notes due 2014 (incorporated by reference to Exhibit 4.80 to the Company's Quarterly Report on Form 10-Q
for the quarter ended September 30, 2008).
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Descrintion

Registration Rights Agreement, dated August 1, 2008, among XM Satellite Radio Inc;, XM Satellite Radio Holdings Inc.,'XM
Equipment Leasing LLC, XM Radio Inc., the Company, J.P. Morgan Securities Inc., Morgan Stanley 8h Co. Incorporated ~anc
UBS Securities LLC, relating to the 7% Exchangeable Senior~ Subordinated Notes due 2014 (incorporated'y referenceto'xhibit481 to the Company's Quarterly Report on Form'10-Q for the quarter'nded Sept'ember 3'0, 2008). ' ' II%'orm

ofMedia-Based Incentive Warrant, dated as of January 27, 2009, issued by the Company to NFL Enterprises LLC
(incorporated by reference to Exhibit 4.48 to the Company's Annual Report on Form 10-K for the year ended December 31,
2008).

Investment Agreement, dated as ofFebruary 17, 2009, among the. Company and Liberty Radio LLC (incorporated by reference
to Exhibit 4.55 to the Company's Annual Report on Form 10-K for the year ended December 31, 200$).

Indenture, dated as ofAugust 24, 2009, between the Company and U.'S. Bank'Nat'ional Association relatmg to the 9.75%
Senior Secured Notes due 2015 (incorporated by refeience to Exh'ibit '4.6I to the Company's Quarterly Report on Porin 10-Q
for the quarter ended September 30, 2009).

Indenture, dated as ofMarch 17, 2010, among the Company, the guarantors thereto tutd V.S. Bank Na'tional Association, as
trustee, relating to the 8.75% Senior Notes due 201 5 (incorporated by'reference to Exhibit 4.1 to the Company's Current Report
on Form 8-K dated March 19, 2010).

Third Supplemental Indenture, dated April 14, 2010, among XM Satellite Radio Inc., certain subsidiaries thereof And The'Barik
ofNew York Mellon, as trustee, relating to the 13% Senior Nbtes ~duei 201~3 (incorporated by reference to XM Satellite Radio
Inc.'s Quarterly Report on Form 10-Q filed on May 7, 2010).

Supplemental Indenture, dated April 14, 2010, among XM Satellite Rhdio Inc!, certain subsidiaries thereof and The Bank bf
New York Mellon, as trustee, relating to the 7% Exchangeable Senior Subordinated Notes due 20l4 (incorporated by reference
to XM Satellite Radio Inc.'s Quarterly Report on Form 10-Q filed on May 7, 2010).

Indenture, dated as of October 27, 2010, among XM Satellite Radio Inc., the guarantors thereto and U:.S. Bank National
Association, as trustee, relating to the 7.625% Senior Notes due 2018 (incorporated by reference to Exhibit 4.1 to XM Satellite
Radio Inc.'s Current Report on Form 8-K filed on October 28, 2010).

Supplemental Indenture, dated January 12, 2011, by and among XM Satellite Radio Inc., the Company, certain subsidiaries
thereof and The Bank ofNew York Mellon, as trustee, relating to the 13% Senior Notes due 2013 (incorporated by reference to
Exhibit 4.2 to the Company 's Current Report on Form 8-K Eed on January 12, 2011).

Supplemental Indenture, dated January 12, 2011, by and among XM Satelhte Radio Inc., the Company, certain subsidiaries ~~thereof and The Bank ofNew York Mellon, as trustee, rel'sting to the 7% Exchangeable Sbnioi Subordinated Notes due 2014
(incorporated by reference to Exhibit 4.3 to the Company*s Currettt Report on Fodm 8-'K filed'on Janutuy 12, 2011).

Supplemental Indenture, dated January 12, 2011, by and among XM Satellite Radio Inc., the Company, certain subsidiaries
thereof and U.S. Bank National Association, as trustee, relating to~ the ~7.625%~ Sedior Notes due 2018 (incorporated by
reference to Exhibit 4.4 to the Company's Current Report on Form 8-K filed on January 12, 2011).

Supplemental Indenture, dated January 12, 2011, by and among the Company,: ceitain subsidiaries theteofi and~ U.S. Btink'ationalAssociation, as trustee, relating to the 8.75% Senior Notes due 2015 (incorporated by reference to Exhibit 4.24 to the
Company's Annual Repoit on Form 10-K for the year ended Becember 31, 2010) J
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44410 3

**10.4

10.5

**10.6

10.7

*+10.9

Description

Supplemental Indenture, dated January 12, 2011, by and among the Company, certain subsidiaries thereof and U.S. Bank
National Association, as testee, relating to the 9.75% Senior Secured Notes due 2015 (incorporated by reference to Exhibit
4.25 to the Company's Annual Report on Form 10-K for the year ended December 31, 2010).

Collateral Agreement, dated January 12, 2011, by and among the Company, certain subsidiaries thereof and U.S. Bank
National Association, as collateral agent, relating to the 9.75% Senior Secured Notes due 2015 (incorporated by reference to
Exhibit 4.5 to the Company's Current Report on Form 8-K filed on January 12, 2011).

Operational Assistance Agreement, dated as of June 7, 1999, between XM Satellite Radio Inc. and Clear Channel
Communications, Inc. (incorporated by reference to Exhibit 10.10 to Amendment No. 1 to XM Satellite Radio Holdings Inc.'s
Registration Statement on Form S-l, Pile No. 333-83619).

Technology Licensing Agreement among XM Satellite Radio Inc., XM Satellite Radio Holdings Inc., WorldSpace
Management Corporation and American Mobile Satellite Corporation, dated as of January 1, 1998, amended by Amendment
No. 1 to Technology Licensing Agreement, dated June 7, 1999 (incorporated by reference to Exhibit 10.3 to XM Satellite
Radio Holdings Inc.'s Annual Report on Form 10-K for the year ended. December 31, 2007).

Third Amended and Restated Distribution and Credit Agreement, dated as of February 6, 2008, iunong General Motors
Corporation, XM Satellite Radio Holdings Inc. and XM Satellite Radio Inc. (incorporated by reference to Exhibit 10.63 to
XM Satellite Radio Holdings Inc.'s Annual Report on Form 10-K for the year ended December 31, 2007).

Third Amended and Restated Satellite Purchase Contract for In-Orbit Delivery, dated as ofMay 15, 2001, between XM
Satellite Radio Inc. and Boeing Satellite Systems International Inc. (incorporated by reference to Exhibit 10.36 to Amendment
No. 1 to XM Satellite Radio Holdings Ino.'s Registration Statemeut on Form S-3, File No. 333-89132).

Assignment and Novation Agreement, dated as of December 5, 2001, between XM Satellite Radio Holdings Ino., XM
Satellite Radio Inc. and Boeing Satellite Sysiems Internaiional Inc. (incorporated by reference to Exhibit 10.3 to XM Satellite
Radio Holdings Inc.'s Current Report on Form 8-K filed on December 6, 2001).

Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated as ofDecember 5, 2001, between XM Satellite
Radio Inc. and Boeing Satellite Systems International Inc. (incorporated by refetence to Exhibit 10,4 to XM Satellite Radio
Holdings Inc.'s Current Report on Form 8-K filed on December 6, 2001).

Amended aud Restated Assignment and Use Agreement, dated as of January 28, 2003, between XM Satellite Radio Inc, snd
XM Radio Inc. (incorporated by reference to Exhibit 10.7 to XM Satellite Radio Holdings Inc.'s Current Report on Form 8-K
filed on January 29, 2003).

Amended and Restated Amendmeut to the Satellite Purchase Contract for In-Orbit Delivery, dated May 23, 2003, among XM
Satellite Radio Inc. and XM Satellite Radio Holdings Inc. and Boeing Satellite Systems International Inc. (incorporated by
reference to Exhibit 10,53 to XM Satellite Radio Holdings Inc.'s Quarterly Report on Form 10-Q for the quarter ended June
30, 2003).

Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated July 31, 2003, among XM Satellite Radio Inc. and
XM Satellite Radio Holdings Inc. and Boeing Satellite Systems International Inc. (incorporated by reference to Exhibit 10.54
io XM Satellite Radio Holdings Ino.'s Qumterly Reporl. on Form 10-Q for the quarter ended June 30, 2003).
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"'10.15

"'10.16

"'10.17

"'10.18

"'10.19

"'10.20

"e10.21

"'10.22

"'10.23
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De!i~cri tion

December 2003 Amendment to the Satellite Purchase Contract for In-Orbit Delivery, dated December 19, 2003, ainong XM
Satellite Radio Inc., XM Satejllite Radio Holdiings Inc. and Boeing Satellite Systezas International Inc. (incorporatt'.d by
reference to Exhibit 10.57 to XM Satellite Radio 1-Ioldings Inc.'s Annual Report on Form 10-K for the, year en'ded Dedembe
31, 2003).

Fotm of Option Agreement between the Company and each Optionee (incorporated by reference to Exhibit 10.16.'2to'he'ompany*sQuarterly Report on Form 10-Q for the quarter ended June 30, 1998).

Form of Director Non-Qualified S!tock Optioz! Agreement (indorpbrat&".d b'y reference to Exhibit 10.25 to Amendment ~No. 5 to
XM Satellite Radio Holdings Inc.'s Registration Statement on Form S-l, File No. 333-83619).

CD Radio Inc. 401(k) Savings Plan (incorporated by reference to Exhibit 4.4 to the Company's Registrati&1&n Siateinent on Form
S-8 (Pile No. 333-65473)).

Employment Agreement, dated as of June 3, 2003, between the Company and David J. Frear (incorporated by reference to
Exhibit 10.7 to the Comp&my's Quarterly Report on Form 10-Q fo'r the quartex'nded June 30, 2003).

Amcndcd and Rcstatcd Sirius Satellite Radio 2003 Long-Term Stock incentive Plan (incorporated by rcfcrcncc to Exhibit 10.10
to thc Company's Quarterly Rcport on Form 10-Q for the quarter ended June 30, 2004).

Employment Agreement dated November 18, 2004 between the Company ancl Mel Karmazin (incorporated by reference to
Exhibit 10.2 to the Company 's Armual Repori on Form 10-K for the year ended December 31., 2004).

Restxicted Stock Unit Agreement, dated as of August '9, 2005,'ettveen th&! Company And James E. Meyer (incorporated by
reference to Exhibit 10.3 to the Company "s Current Report on Form 8-K dated August 12, 2005).

First Amendment, dated as of August 10, .2005, to the Employmeitt Agreement, dated as of June 3, 2003, between the Company
and David J. Frear (incorporated by reference to Exhibit 10.2 to the Comp'any "s Curreht Report on Form 8-K dated August 12,
2005).

Form of Non-Qualified Stock Option.Agreement (incorporated by reference to Exhibit 10.2 to XlV1 Satellite Radio Ho.'Idings
Inc.'s Cutout Report on Form 8-K filed June 1, 2007).

Form of Restricted Stock Agreement (incorporated by reference to Exhibii. 10.3 to Xlv[ Satellite Radio Holdings Inc.'s Cmrent
Report on Form 8-K filed June 1, 2007).

XM Satellite Radio Holdings inc. 2007 Stock Incentive Plan (incorporated by reference to Exhibit 10.5 to XM Satellite Ra !

Holdings Inc.'s Quarterly Report on Form 10-Q for the quarter ended June 30, 2007).

Sirius XM Radio 401(k) Savu&gs Plan, as amended and restated effective Januaty 1, 2009 (incorporated by refnence to Exhibit
10.30 to the Company 's Arumal Report on Form 10-K for the year ended December 31, 2009).

Agreement to Foifeit Non-Qualified Stock: Options, dated as of May 13, 2009,, between Mel Karrnazin and the Company
(incorporated by reference to lExhi bit 10.1 to the Company 's Curr«nt Repdrt on Form 8-K filed May 13, 2009).

Second Amendment, dated as of February 12, 2008, to the Employment Agreement, dated as of June 3, 2003, between the
Company and David J. 1'rear ('ncorporated by reference to Exhibit 10.1 to the Compariy's Current Report on Four& 8-K dated
February 13, 2008).
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"10.32

"'10.33

*10.34

"'10.35

21.1

23.1

32.1

32.2

~Di u

Employment Agreement, dated as of September 26, 2008, between the Company and Dara F. Altman (incorporated by reference
to Exhibit 10.1 to the Company's Current Report on Form 8-K dated October 1, 2008).

Letter Agreement dated June 30, 2009 amending the Employment Agreement dated November 18, 2004 between Mel Karmazin
and the Company (incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed July 1, 2009).

Sirius XM Radio Inc. 2009 Long-Teiin Stock Incentive Plan (incorporated by reference to Exhibit 4.9 to the Company's
Registration Statement on Form S-8 dated July 1, 2009).

Employment Agreement, dated as of July 28, 2009, between the Company and Scott A. Greenstein (incorporated by reference to

Exhibit 10.1 to the Company's Current Report on Form 8-K filed July 29, 2009).

Employment Agreement, dated as of October 14, 2009, between the Company and James E. Meyer (incorporated by reference to
Exhibit 10.1 to the Company's Cuirent Report on Form 8-K filed October 16, 2009).

Employment Agreement, dated as of January 14, 2010, between the Company and Patrick L. Donnelly (incorporated by
reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed January 15 2010).

First Amendment, dated as of February 14, 2011, to the Employment Agreement dated as of October 14, 2009, between the
Company and James E. Meyer (incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed
February 15, 2011).

Employment Agreement, dated as of July 21, 2011, between the Company and David J. Frear (incorporated by reference to
Exhibit 10. 1 to the Company's Current Report on Form 8-K filed on July 22, 201] ),

Employment Agreement, dated as of August 23, 2011, between the Company and Dara F. Altman (incorporated by reference to
Exhibit 10.1 to the Company's Current Report on Form 8-K filed on August 24, 2011).

Form ofDirector Non-Qualified Stock Option Agreement (filed herewith).

Form of Non-Qualified Stock Option Agreement (filed herewith),

I,ist of Subsidiaries (filed herewith).

Consent of'PMG LLP (filed herewith).

Certificate of Mel Karmazin, Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed
herewith).

Certificate of David J. Frear, Executive Vice President and Chief'inancial Officer, pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002 (filed herewith).

Certificate of Mel Karmazin Chief Executive Officer, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of'2002 (filed herewith).

Certificate of David J. Frear, Executive Vice President and Chief Financial Officer, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith).
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Description

The following financial information from our Annual Report dn Finn ~10-K forI the year ended December 31,2011'ormattedin eXtensible Business Reporting Language (XBRL): (i) Consolidated Statements of Operations for the years
ended December 31, 2011, 2010 and 2009; (ii) Consolidated Balartce Sheets as ofDecember 31 2011 'and '201'0;
(iii) Consolidated Statements of Stocld~older's Equity and Compreheni.ive Income (Loss) for the years ended December
2011, 2010 and 2009; (iv) Cortsolidated Statements of Cash Fl'ows'or the t ear's ended December 31, 2011:, 2010 and 2009;
and (v) Notes to Consolidated Financial Statements.

This document has been identified as a management contract or compensatory plan or arrangement.

Pursuant to the Commission's Orders Chanting ConfidentIal Treatment under Rule 406 of the Securities Act of 1933 or Rule 24(h)-2
under the Securities Exchange Act of 1934, certain confidential portions of this ExhibI t were omitted by means of redacting a portion
of the text.

Confidential treatment has been requested with respect to portions of this Exhibit that have been omitted by redacting 5 pcIrtioh of the'exi:.
ln accordance with Rule 406T of Regulation S-T, the XBRL related information uz Exhibit 101. 1 io this Annual Report on. Form 10-K
shall not be deemed to be "filed" t'or purposes of Section 18 of the Exchange Act, or otherwise subject to the liability of th~at section.,
and shall not be part of any registration statenaent or other document filed tmder the Securities Act or the Exchange Act, except as shall
be expressly set forth by specific reference in such filing.
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Exhibit 10.34

D 1 1-01

THIS OPTION HAS NOT BEEN REGISTERED UNDER STATE OR FEDERAL
SECURITIES LAWS. THIS OPTION MAY NOT BE TRANSFERRED EXCEPT

BY WILL OR UNDER THE LAWS OF DESCENT AND DISTRIBUTION.

SIRIUS XM RADIO 2009 LONG-TERM STOCK INCENTIVE PLAN

STOCK OPTION AGREEMENT
2011 COMPENSATION AWARD

THIS STOCK OPTION AGREEMENT [this" A~cement "), dated as of [ ], between SIRIUS XM RADIO INC., a Delaware
corporation [the '*

~Com an "), and [ ] [fhe" Director ").

1. Grant of 0 tion Vestin . (a) Subject to the terms and conditions of this Agreement and the Sirius XM Radio 2009 Long-Term Stook
Incentive Plan (the " Plan "), the Company hereby grants to the Director the right and option (this " ~Otion ") to purchase up to [ j
( ) shares (the" Shares ") of common stock, par value $0.001 per share, of the Company at a price per share of $ [ ] (the " Exercise
Price "). This Option is not intended to qualify as an Incentive Stock Option for purposes of Section 422 of the Internal Revenue Code of 1986,
as amended. In the case of any stock split, stock dividend or like change in the Shares occurring after the date hereof, the number of Shares and
the Exercise Price shall be adjusted as set forth in Section 4(b) of the Plan.

(b) The right and option to purchase up to up to [ ]( ) Shares shall vest and be exercisable as follows:

(i) [ j ( ) Shares shall vest and become exercisable on , 2012;

(ii) [ ] ( ) Shares shall vest and become exercisable on , 2013;

(iii) [ j ( ) Shares shall vest and become exercisable on , 2014; and

(iv) [ ] ( ) Shares shall vest and become exercisable on , 2015.

2. Term . This Option shall terminate on , 2021,

3. Exercise, Subject to Section 1 of ttus Agreement and the terms of the Plan, this Option may be exercised, in whole or in part, by means
of a written notice of exercise signed and delivered by tbe Director (or, in tbc case of exercise after death of the Director, by tbe executor,

inistrator„heir or legatee of tbe Director, as tbe case may be, or, in the case of exercise after a disability under circumstance in which it is
onable to conclude that the Director does not



have the ability to exercise this Option, by the person or persons who have been legally appointed to act in the name of the Director) to the
Company at the address set forth herein for notices to the Company. Such notice shall ~(a) state the number of Shares to be purhhas4d aIIid the'ateof exercise, and (b) be accompanied by payment of the Exeiuise Price in cash'r such'other method of payment as may be permitted by
Section 6(d) of the Plan, subject, in the case of a broker-assisted exercise, to applicable law.

4. Non-transferable . This Option may not be transferred, assigned, pledged or hypothecated in any manner (whether by operation ofla~
or otherwise) other than by will or by the applicable laws of descent and distribution atid shall ~not be stibjdct t6 execution, attachment or similar
process. Any attempt to transfer, assign, pledge, hypothecate or otherwise dispose of this Option or of any right or privilege conferred hereby
shall be null and void.

5. Professional Advice . The acceptance and exercise of this Option mayl havIe cdnseguerices Iunder federal arid state tax and secutities
laws that may vary depending upon the individual cirnumtances of the Director. Accordingly, the Director acknowledges that'the Dir&toi'as
been advised to consult his or her personal legal and tax advisor in connection with this Agreeinent and this Option.

6. Agreement Subject to the Plan . The Option and this Agreement air subject to the terms and conditions set forth iri the Plan, which
terms and conditions are incorporated herein by reference. A copy of the Plan previously bas been delivered to the Director. This Agre'ement
and the Plan constitute the entire understanding between the Company and the: Director with respect to this Option;

7. Governina Law . This Agreement shall be governed by, and construed in acccrdarice with, the laws of the State of: New York without:
regard to its conflict of laws principles, and shall bind and inure to the benefit of the heirs, executors, personal represeiitatives,'sucoessors and'ssignsof the parties hereto.

8. Notices . All notices and other communications hereunder shall be in writing and shaH be deemed given when delivered personally or
when telecopied (with confirmation of transmission received by the sender), three business days after being sent by certified mail, postage
prepaid, return receipt requested or one business day after being delivered to a nationally recognized overnight courier with next day delivery
speciTied to the parties at the following addresses (or at such other address for a party as shall be specdied by like notice):

Company: Sirius XM Radio Inc.
1221 Avenue of the Americas
36 &Floor
New York, New York 10020
Attention: General Counsel

Director: Address on file at the
office of the Company



Notices sent by email or other electronic means not specifically authorized by this Agreement shall not be effective for any purpose of this
Agreement.

IN WITNESS WHEREOF, the undersigned have executed this Agreement as of the date first above written.

S XM RADIO INC.

By:
Patrick L. Donnelly
Executive Vice President,
General Counsel and Secretary



SIRIUS XM RADIO INC.
2009 LONG-TERM STOCK INCENTIVE PLAN

STOCK OPTION AGREEMENT
2011 COMPENSATION AWARD

Exhibit 10.35

THIS STOCK OPTION AGREEMENT (this "Agreement"), dated as of' (the"'Date of Grant"), between SIRIUS XM RADIO
INC., a Delaware corporation (the "Company"), and (the "Employee")'.

1. Grant of Ootion. Vesting . (a) Subject to the terms and conditions of this Agreement and the Sirius XM Radio Inc.'2009 Lbng-Terin
Stock Incentive Plan (the "Plan"), the Company hereby grants to the Employee the right and option (this "Option") to purchaseup'o

shares (the "Shares") of common stock, par value $0.001 per share, of the Counpany at a price per shareof, the closing price
of such common stock on The Nasdaq Global Select Market on [[INSERT DATE OF CLOSING PRICE]] (the "Exeroise Price"). This Option
is not intended to qualify as an Incentive Stock Option for purposes of Section'422 of the Internal Revenue Code of 1986, 'as amended.'n the'aseof any stock split, stock dividend or like change in the Shares occurring after the date ~hereof, the number of Shares and th'e Exercise Price
shall be adjusted as set forth in Section 4(b) of the Plan. Capitalized terms not otherwise defined herein have the meanings'ssigned to'ther@ in
the Plan.

(b) Subject to the terms and conditions of this Section 1(b), this Option shall vest and be exercisable as follows:

(i) Shares shall vest and become exercisable on August, 2012 if the Emp1oyee continues'to be employed'by the Company
on August, 2012;

(ii) Shares shall vest and become exercisable on August, 2013 if the Employee continues to be employed by the
Company on August, 2013;

(iii) Shares shall vest and become exemisable on August ~, 2014 if thd Erdploli ee hontinues to'be employed by the
Company on August, 2014; and

(iv) Shares shall vest and become exercisable on August, 2015 if the Employee continues to be employed by the
Company on August, 2015.

2. Term . (a) Subject to Sections 2(b) and 2(c), this Option shall terminate ten (10) years from the Date of Grant or earlier upon the
expiration of (a) ninety days following the termination of the Employee's employment for any reason other than death, or (b) one year from the
date of death of the Employee. Subject to the terms of the Plan, if the Employde's bmpioydxeni is tbrminated bg de'ath, this~ Option Ishallbe'xercisableonly by the person or persons to whom the Employee's rights under such Option shall pass by the Employee's will'r by the laws'
of descent and distribution of the state or county of the Employee's domicile at the time of death. '



(b) If the Employee's employment has been terminated by the Company for Cause, this Option, including all vested Options, shall
terminate on the date of termination ofEmployee's employment.

{c) If, within ninety (90) days following the termination of Employee's employment by Employee for any reason or by the
~ ~pany without Cause, the Employee breaches any employment agreement, uon-competition agreement, or other similar agreement or

, ! . augement that the Employee has with the Company, then the Option, including all vested Options, shall terminate immediately as of the date
of the breach.3. Non-transferable . This Option may not be transferred, assigned, pledged or hypothecated in any manner (whether by operation
of law or otherwise) other than by will or by the applicable laws ofdescent and distiibution, and shaD not be subject to execution, attachment or
similar process. Any attempt to transfer, assign, pledge, hypothecate or otherwise dispose of this Option or of any right or privilege conferred
hereby shall be null and void.

4. Exercise . Subject to Sections 1 and 2 of this Agreement and the terms of the Plan, this Option may be exercised, in whole or in part, by
means of a written notice of exercise signed and delivered by the Fmployee (or, in the case of exercise after death of the Employee, by the
executor, adminisMtor, heir or legatee of the Employee, as the case may be). Such notice shall {a) state the number of Shares to be purchased
and the date of exercise, and (b) be accompanied by payment of the.aggregate Exercise Price in such manner as is permitted by the Plan.

5. Withholding . Prior to delivery of the Shares purchased upon exercise of this Option, the Company shall determine the amount of any
United States federal, state and local income tax, if any, which is required to be withheld under applicable law and shall, as a condition of
exercise of this Option and delivery of certificates representing the Shares purchased upon exercise of this Option, collect from the Employee
the amount of any such tax to the extent not previously withheld.

6. No Rights of a Stockholder . The Employee shall not have any rights as a stockholder of the Company with respect to any Shares until
the Shares purchased upon exercise of this Option have been issued.

7. Rights of the Emulovee . None of this Option, the execution of this Agreement nor the exercise of any portion of this Option shall
confer upon the Employee any right to, or guarantee of, continued employment by the Company, or in any way limit the right of the Company
to terminate employment of the Fmployee at any time, subject to the terms of any written employment or similar agreement between the
Company and the Employee.

8. Professional Advice . The acceptance and exercise of this Option may have consequences under federal and state tax and securities
laws that may vary depending upon the individual circumstances of the Employee. Accordingly, the Employee aoknowledges that the
Employee has been advised to consult his or her personal legal and tax advisor in connection with this Agreeinent and this Option.



9. Aqreement Subiect to the Plan . The Option and this Agreement are subject to. the.terms and conditions set forth iri the Plan, which
terms and conditions are incorporated herein by reference. Employee acknowledges that a copy of the Plan is posted on the Company's intranet
site and Employee agrees to review it and comply with its terms. This Agreement and the Plan~ coitstitate the entire understandingbetween'the'ompany

and the Employee with respect to this Option. In the event of any conflic between the Agreement and the Plan, the Plan shall gov~
and prevail.

10. Governina Law . This Agreement shall be governed by, and construed in accordance with, the laws of the State ofNew York, and
shall bind and inure to the benefit of the heirs, executors, personal representatives, successors and assigns of the parties hereto. The pisces
hereby irrevocably and unconditionally consent to submit to the exclusive jurisdiction of the state and federal courts located in the Borough of
Manhattan, State ofNew York, and expressly waive the right to a jury trial, foi any actions, suits dr proceedings arisin'g out of.or relating to
this Agreement.

l l. Notices . All notices and other communications hereunder shall be in writing and shall be deemed given when delivered personally or
when telecopied (with confirmation of traumnission received by the sender), three business days after being sent by certified mail, postage
prepaid, return receipt requested or one business day after being delivered to a nationally recognized overnight courier with next day delivery
specified to the parties at the following addresses (or at such other address for a party as shall be specified by Iike notice):

Company: Sirius XM Radio Inc.
1221 Avenue of the Americas
36 &Floor
New York, New York 10020
Attention: General Counsel

Employee:
Address on file at the
office of the Company

Notices sent by email or other electronic means not specifically authorized by this ~Agieement shall not be 'effective for any pmpose of this
Agreement.

Employee
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s Entertainment Promotions LLC
llite CD Radio LLC

XM 1500 Eckington LLC
XM Investment LLC
Spend LLC
Earth Station Ecuador Cia. Ltda.
XM Radio LLC
XM Email Inc.
Satellite Public Radio Inc.
Interoperable Technologies LL C

SIRIUS XM RADIO INC.
SUBSIDIARIES



Consent of Independent Registered Public Accounting Firm

Exhibit 23.1

The Board of Directors aud Stockholders
Sirius XM Radio Inc.:

We consent to the incorporation by reference in the registration statements (Nd. 333-158135, No. 333-152548, No. 333-139869, No. 333-
130949, No. 333-127169, No. 333-115695, No. 333-108387, No. 333-104406,'No.'33-85847, No. 333-65602, and No. 333-64344) on Form
S-3, in the registration statement (No. 333-144845) on Form S-4, and in the registration statemeuts (No. 333-169309, 333-166699, 333-160386,
No. 333-159206, No. 333-158156, No. 333-156441, No. 333-152574, No. 333-149186, No. 333-142726, No. 333-139214, No. 339-133277,
No. 333-125118, No. 333-119479, No. 333-111221, No. 333-106020, No. 333-101515, No. 333-100083, No. 333-81914, No. 333-74752,
No. 333-65473, No. 333-62818, No. 333-47954, No. 333-31362, and No. 333-15085), on 5'orm S-8 of Sirius XM Radio Inc. ofom'reports'ated

February 9, 2012, with respect to the consolidated balance sheets of Sirius XM Radio Inc. and subsidiaries as of December 31, 2011 and
2010, and the related consolidated statements of operations, stockholders'quity and comprehensive income (loss), and cash fltiws for~each of'heyears in the three-year period ended December 31, 2011, and the related financial statement schedule for each of the ye'ars ln th'e three-year
period ended December 31, 2011, and with respect to the effectiveness of internal control over financial reporting as of December 31, 2011,
which reports appear in the December 31, 2011 annual report on Form 10-K of Sirius XM Radio Inc.

/s/ KPMG LLP

New York, New York
February 9, 2012



Exhibit 31.1

CERTIFICATION OF CHiEF EXECUTIVE OFFICER

el Karmazin, the Chief Executive Officer of Sirius XM Radio Inc., certify that:

I have reviewed this Annual Report on Form 10-K for the fiscal year ended December 31, 2011 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the registrant's
most recent fiscal quarter (the registrant's fourth quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed„based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

February 9, 2012

By: /s/M ELK ~rN
Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.,2

CEIRTIFICATION OI'IIIEF FINAL%CIAL OFFICER

I, David J. Frear, the Executive Vice President ancl Chief Financial Officer of Sirius XM Radio Inc., certify that:

1. I have reviewed this Annual Report on Form 10-K for the fiscal year ended December 31, 2011 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial inforrdation inbluded ih this report, f&ly present iti all~ materia~l
respects the financial condition, results of operations and cash flows of the registrant as of, and for, tlae periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control ovi:r financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosute controls arid procedures to be designeH udder our
supervision, to ensure that materiA. information relating to the registrant, inclucling its consolidated subsidiaries, is tnade known to
us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financ!ial reporting, or caused such~ internal~ coittrol~ovel fin'ancial reporting to be designed under
our supervision, to provide, reasonable assurance regarding the reliability of financial reporting and the preparation 'offinan'cial'tatementsfor external purposes in accordance with generally accepted'ccounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls aud procedures and presented. in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of th4 end os the period dovered by this report based on such
evaluation; and

(d) Disclosed in this report any changes in the registrant's intejm8 controls over financial reporting that occurred durin'g the re,istr'ant's
most recent fiscal quarter (the registrant's fourth quarter in the case of an emual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control oi er finadcial reporting; and

The registrant's other certifying officer and I have disclosed, based on otu most recent evaluation

of:internal

control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons perfoiining the equivalent
functions):

(a) all significant deficiencies and material weaknesses in the design ot operati~on 6f internal control over financial reporting which ar
reasonably likely to adversely affect the registrant's ability to recook, piocdss, )~arise and report financial itjfortnation;~and'b)
any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

February 9, 2012

By: /s/D Avm J. F red.
David Jl. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

In connection with the Annual Report of Sirius XM Radio Inc. (the "Company") on Form 10-K for the fiscal year ended December 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Mel Karmazin, Chief Executive Officer of the

Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contdned in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

February 9, 2012

By: /s/M ELK ~tN
Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)

A signed original ofthis written statement required by Section 906; or other document authenticating, acknowledging, or otherwise
adoptr'ng the signature that appears in typedform within the electronic version of this written statement required by Section 906, has been
provided to the Company and will be retained by the Company andfurnished to the Securities and Exchange Commission or its staffupon
request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

In connection with the Annual Report of Sirius XM Radio Inc. (the "Company") on Form 10-K for the fiscal year ended December 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the "Hepoit"),', David J. Frear, Executive Vice President and'hiefFinancial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Charley
Act of 2002, that:

(I) The Report fully complies with the requirements of Section 13(a) or 15(d) of the~ Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in ail material rdspe6ts, ihe Anaricial~ coriditihn aiid results of operations of the
Company.

February 9, 2012

By: /s/DAvtD J. FRaaR
David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

A signed original ofthis written statement required by Section 906, or other 'dockmerit authenticating, acknowledging, or otherwise
adopting the signature that appears in typedform within the electronic version ofthis 'written statement requir'ed by Section 906, hasbeen'rovidedto the Company andwill be retained by the Company andfurnished to the Se'curiti es 'and Excharige Commission or its staffupon
request.
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UNITEB STATES
SKCIJRIT/XS AM) EXCHANGE COMMISSION

)WASHINGTON, D,.C. 20549

FO)RlYl 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SKCURIT!IKS
EXCHANGE ACT 0!F 1934
FOR THK QUARTERLY PERIOD ]ENDED MARCH 31, 2012'R

TRANSITION RKPOR'I'URSUANT TO SECTION 13 OR 15(d) OF THK SKCURITJKS
EXCHANGE ACT 0!F 1934
FOR THE TRANSITION PERIOD FROM» TO

COMMLSSION ]VII E NUMBER 001-34295

SIIHUS XM RADIO INC.
(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction ef

incorporation or organization)

9i2-1700207

(iI.R~S. Employer Identification Number)

1221 Avenue of the Americas, 36th Floor
New York, New Yorlk

(Address of principal executive offices)

1(l020

(Zip Code)

Registrant's telephone number, including area code: (212) %4-5100

Indicate by check mark ivhether the registrant (1) has fIed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required'o file such reports) and. (2) has'been
subject to such filing requirements for the past 90 days. Yes b5 No Cll

Indicate by check mark whether the registrant has submitted electronically and posted 'on its corporate Web site, if any, every inteiiactive
Data File required to be submitted and posted pursuant to Rule 405 ofRegulation S-T during tlie preceding 12 months (or for such shorter
period that the registrant was required to submit and post such file.). Y'es H No Ci

Indicate by check mark whether the registrant is a large accelerated filer, sn accelerated filer, a non-accelerated. filer, or a smaller reporhng
company. See the definitions of "large accelerated filer," "acce lerated filer" and "sma]]er reporting company" in Rule lI 2b-2 of the Exchange
Act. (Check one):

Large accelerated filer 6 Accelerated. filer C] Non-accelerated filer Cl Smaller rep biting cdmp&y C]

Indicate by check mark whether the registrant is a she]1 company (as defined in Rule 1'2b-2 of the Act). Yes Cl No E
Indicate the number of shares outstancling of each of the issuer's classes of common st'ock,', as of the latest practicable date.

(Class) (Oafslanding as ofApril 27, 2012)

COMMON STOCK, $0.001 PAR VALUE 3,,801,029,929 SHARES
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SIRIUS XM RADIO INC. AMl SUBSIDItLMES

UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN( OME

For the Three Months
Ended March 31,

(irt thousands, erceptper share data)

Revenue:

Subscriber revenue
Advertising revenue, net of agency fees

Equipment revenue

Other revenue

i$

2012

700„242

18,670

16,953

68,857

20dl

,$ 622,437

16,558

15,867

68,977

Total revenue

Operating expenses:

Cost of services:
Revenue share and royalties

Programming and content
Customer service and billing
Satellite and transmission

Cost of equipment
Subscriber acquisition costs
Sales and marketing

Engineering, design and development
General and administrative

Depreciation and amortization

Total operating expenses

Income from operations
Other income (expense):

Interest expense, net of amounts cap:italired

Loss on extinguishment of debt and credit facilities, net
Interest and investment loss

Other (loss) income

Total other expense

Income before income taxes

Income tax expense

Net income

Foreign currency translation adjustment, net of tax

Comprehensive income

Net income per common share:

Basic

Diluted

804,722 723,839

132,111

70,095
66,187

18,110

5,806
] 16,121

58,361

12,690

59,886
66,117

605,484

199„238

106,'929

72,959
65,836

18,560

6,405
105,270

47,819
11,135

56,:354

68,400

559,i5~6

164,17m+'--I~i

I'.76,971)

(9,971)

(1,142)

(578)

(78,218)
(5,994)

(1,884)
1,617

(88,662) (84,479)

$

110,576

(2,802)

107,774 $

(56)

79,693

(1,572)

78,121

67

$
C

$

0.03 $

0.02 $

0.02

0.01

$ 107,718,$ 78,188

Weighted average common shares outstanding:

Basic

Diluted

3,767,443

6 537 728

3,735,136

6,481,:384

See accompanying notes to the unaudited consolidated fmancial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

n thousands, except share andper share data)

Current assets:

ASSETS

March 31, 2012 December 31, 2011

(unaudited)

Cash and cash equivalents
Accounts receivable, net
Receivables from distributors

Inventory, net
Prepaid expenses
Related party current assets
Deferred tax asset

Other current assets

746,576
108,335

96,037

36,791

177,515

6,503
144,798

20,539

$ 773,990
101,705

84,817

36,711

125,967

14,702

132-727

6,335

Total current assets

Property and equipment, net
I.ong-term restricted investments
Deferred financing fees, net

Intangible assets, net

Goodwill

Related party long-term assets

Other long-term assets

Total assets

LIABILITIES AND STOCKHOLDERS'QUITY

1,337,094

1,645,610

3,973

38,848

2,559,712

1,834,856

54,229
27,402

1,276,954

1,673,919

3,973

42,046

2,573,638
1,834,856

54,953
35,657

7,501,724 $ 7,495,996

'urrent liabilities:
Accounts payable and accrued expenses
Accrued interest

Current portion of deferred revenue
Current portion of deferred credit on executory contracts

Current maturities of long-term debt

Related party current liabilities

Total current liabilities

Deferred revenue
Deferred credit on executory contracts

Long-term debt
Long-term related party debt
Deferred tax liability

Related party long-term liabilities
Other long-tenn liabilities

Total liabilities

Commitments and contingencies (Note 16)

Stockholders equity:
Preferred stock, par value $0.001; 50,000,000 authorized at March 31, 2012 and Dcxember 31,
2011:

Series A convertible preferred stock; no shares issued and outstanding at March 31, 2012 and
December 31, 2011

Convertible perpetual preferred stock, series B-1 (liquidation preference of $0.001 per share at
March 31, 2012 and December 31, 2011); 12,500,000 shares issued and outstanding at March 31,
2012 and December 31, 2011

ommon stock, par value $0.001; 9,000,000 shares authorized at March 31, 2012 and December 31,
2011; 3,788,755,725 and 3,753,201,929 shares issued and outstanding at March 31, 2012 and
December 31, 2011, respectively

Arrnmnlatcd nthcr rnmnrehcnsive inrnme net nf tax

$ 454,748 $

77,562

1,404,919

281,270

1,540

16,541

2,236,580

183,430
147,012

2,625,533

329,576

1,024,734

21,048

84,232

6,652,145

3,789
15

543,193

70,405

1,333,965

284,108

1,623

14,302

2,247,596
198,135

218,199

2,683,563
328,788

1,011,084

21,741

82,745

6,791,851

3,753
71
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SIRIUS XM RADIO INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF STOCKHOLDERS'QUITY

Series A
Convertible

Prcfcrrcd Stock

Convertible Perpetual
Preferred Stock,

Scrics n-l Common Stock

(in thousands. csoeptshare data)

Balance at December 31
2011

Shares Amount Shares Amount Shares Amount

Accumulated
Other

Comprehensive
Income

Additional
Paid-in
Capital

Accumulated
Deftcit

Total
Stockholders*

Kqmty

$ — 12,500,000 $ 13 3.753 '%1.929 $3,753 $ 71 $10,484s400 $(9,784,092) $ 704,145

Comprehensive income, net
oftax (56) 107,774 107 718

Issuance ofcommon stock
to employees and employee
benefit plans, net of
forfeitures

Share-based payment
expense
Exercise ofstock options
and vesting of restricted
stock units

Balance at March 31, 2012

598„972 1 1,307 1,308

13,643 13,643

34„954,824 35 22,730 22„765

$ — 12,500,000 $ 13 3,788,755,725 $3,789 $ 15 $10,522,080 $(9,676,318) $ 849,579

See accompanying notes to the unaudited consolidated financial statements.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

UNAUDITED CONSOLIATED STATEMENTS OF CASH FLOWS

For the Three Months
Ended Marsh 31,

(in thousands)

Cash flows from operating activities:

Net income
Adjustmcnts to rcconcilc nct income to nct cash provided by operating activiticsj.'epreciation

aud amortization
Non-cash interest expense, net of amortization ofpremium
Provision for doubtful accounts

Amortization ofdeferred income related to equity method investment
Loss on extinguishment ofdebt and credit facilities, net
Loss on unconsolidated entity investments, net
Loss cn disposal of assets
Share-based payment expense

Deferred income taxes
Othernon-cash purchase price adjustments
Changes in operating assets and liabilities:

Acx:ounts rea:ivable
Receivables &om distributors
Inventory

Related party assets

Prepaid expense and other current assets
Other long-tean assets

Accounts payable and accrued expenses
Accrued interest

Deferred revenue
Related party liabilities

Other long-tenn liabilities

Net cash pmvided by operating activities

$ 107,774

66,117

10.647

6/08
(694)

9,971
',422

14,951

1+72
'73,'956)

(12,838)
(11,220)

(80)
8,347

'(654753)

8@56

(96.859)
7,157

56,182
2+39
1,505

39,948

2011

$ 78,121

68,400

9,573

9,623

(694)
5,994

2,350
266

12,856

1,111

(66,743)

11@91

(8,982)
(7.330)

(3,686)
(39,232)

7,617

(110,400)
8,124

39@,25

738

(113)

18,109

Cash flows from investing activities:

Additions to property and equipment
Net cash used in investing activities

(25,187)

(25,187)

(34,983)

(34,983)

Cash flows from financing activities:
Proceeds from exercise of stock options

Payment ofpremiums on redemption ofdebt
Repayment of long-term borrowings

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash eqmvaleuts at beginning ofperiod

Cash and cash equivalents at end of period

22,765

(6,602)
(58.338)

(42,175)
: (27,'414)

773,990

$ 746,576 $

1,072

(4,094)
(133,100)

(136,122)

(152,996)
586,691

433,695

See accompanying notes to the unaudited consolidated 5nancial statements.

4L
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Business

SIRIUS XM RADIO INC. AM) SUBSIDIARIES
blOTKS TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(Dollar amounts in thousands, unless otherwise stated)

We broadcast our music, sports, entertainment, comedy, talk, news, traf6c and weather channels in the United States on a subscription

fee basis through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other channels over the Internet,

including through applications for mobile devices. We have agreements v ith every major automaker ("OEMs*') to offer satellite radios as

factory- or dealer-installed equipment in their vehicles. We also acquire subscribers through the sale and lease of previously owned vehicles
with factory-installed satellite radios. We distribute our satellite radios through retail locations nationwide and through our website. Satellite

radio services are also offered to customers of certain daily rental car companies.

Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or
monthly basis. We offer discounts for prepaid and long-term subscription plans, as well as discounts for multiple subscriptions on each
platfono. We also derive revenue from activatiou aud other subscription-related fees, the sale of adveitising on select non-music channels, the
direct sale of satellite radios, components and accessories, and other ancillary services, such as our Internet radio, Backseat TV, data, traffic,
and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price ofnew and previously owned
vehicles. The length of these prepaid subscriptions varies, but is typically three to twelve months. In many cases, we receive subscription
payments from automakers in advance of the activation of our service. We also reimburse various automakers for certain costs associated with
satellite radios installed in their vehicles.

(2) Summary of Significant Accounting Policies

Prineipies ofConsoiklation

The accompanying consolidated financial statements of Sirius XM Radio Inc. and subsidiaries have been prepared in accordance with
U.S, generally accepted accounting principles ("'GAAP")„ the instructions to Form 10-Q and Article 10 ofRegulation S-X of the United States

urities and Exchange Commission (" SEC") for interim financial reporting. Accordingly, these interim 5nanciai statements do not include all
he information and footnotes required by GAAP for complete financial statements. All significant intercompany transactions have been

eliminated. in consolidation.

Basis ofPresentation

In the opinion ofmanagement, all normal recurring adjustments necessary for a fair presentation of our unaudited consolidated
financial statements as of March 31, 2012 and for the three months ended March 31, 2012 and 2011 have been made.

Interim results are not necessarily indicative of the results that may be expected for a full year. This Quarterly Report on Form 10-Q
should be read together with our Annual Report on Form 10-K for the year ended December 31. 2011, which v as filed with the SEC on
February 9, 2012.

We have evaluated events subsequent to the balance sheet date and prior to the filing of this Quarterly Report on Form 10-Q for the
three months ended March 31, 2012 and have determined that no events have occurred that would require adjustment to our unaudited
consolidated financial statements. For a discussion of subsequent events refer to Notes 16 and 17.

Use ofEstimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect
the amounts reported in the financial statements and footnotes. Estimates, by their nature, are based on judgment and available information.
Actual results could differ materially from those estimates.

Significant estimates inherent in the preparation of the accompanying unaudited consolidated fmancial statements include revenue
recognition, asset impairment, depreciable lives of our satellites, share-based payment expense, and valuation allowances against deferred tax
assets.
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FIN!ANCL4L SjTAi'EMITS '- Continued
(Dollar amounts in thousands, unless otherwise stated)

Income Tuxes

Deferred income taxes represeats the tax consequence related to temporary differences between the carrying amount af assets'and
liabilities for financial reporting purposes and thc amounts used for tax purposes at each rc'port'ing period, based on'nactcd tax laws and
statutory tax rates applicable to the periods in which the differences are expected to affect taxable mcome. A valuation allowance is recognized
when, based on the weight of all available evidence, it is considered mare likely than not that all, or sonic portion, of the deferred tax assets will
not be realized. Income tax expense is the sum of current income tax plus the change in deferred tax assets and liabiTities. I

As of March 31, 2012 and December 31, 2011, we maintained a full valuatian allowance against our deferred tax assets due to our
historical accumulated pre-tax losses.

ASC 740, Income Taxes, requires a company to 6rst determine whether it is more-likely-than-not that a tax position will be sustained
based on its technical merits as of the reporting date, assuming that taxing authorities will examine the position and have full know!ledge of all'elevantinformation. A tax position that meets this more-likely-than-not threshold iis then irieasured an!d iecogriized at the largest amount of
benefit that is greater than fifty percent likely to be realized upon effective settlement kith ~a tatting authority. Changes'in recognition ar
measurement are reflected in the period in which the change in judgment occurs. We record interest and penalties related te uncertain tax'ositionsin income tax expense in our unaudited consolidated statements af compi!ehensive income.

We report revenues net of any tax assessed by a governmental authori!ty that ih both iriipo~ on, and concurrent v ith, a specific
revenue-producing transaction between a seller and a custamer m our unaudited consolidated statements ofcomprehensive incame.

Fair Value ofFmancial Instruments

The fairvalue for publicly traded instruments is determined using quoted market prices while the fair value for non-publicly traded
instruments is based upon estimates fmm a market maker and brokerage fnm. As ofMarch 31, 2012 and December 31, 20 l 1, the carrying
value of our debt was $2,956,649 and $3,013,974, respectively; and the fair value approxiniated $3,192,636 snd $3,506,546, respectively.

Accumulated Oker Comprehensive Income

Accumulated other comprehensive income of $15 is comprised offoreign'urrency translation adjustments related ta our interest in
Sirius XM Canada. During the three months ended March 31. 2012. we recarded a foreign currency translation adjustments loss of $56, net of
tax of $35.

Recent Accounting Pronouncemenhr

In May 2011, the FASB issued Accounting Standards Update No. 2011-04, Amendments to Achieve Connnon Fair Value
Measurement and Disclosure Requirements in IJ.S. GAAP and International Financial Reporting Standards (Topic 820) ~ Fair Value ~

Measurement ("ASU 2011-04"), to provide a consistent defmition offair value and ensure that the fair value measurement landl dishlosilue I

requirements are similar between U.S. GAAP and I~anal Financial Reporting Standards. ASU 2011-04 changes certain fair value
measurement principles and enhances the disclosure requirements particularly for L~evei 3 fair value measuiements'. This standard is effecti~w
for interim and annual periods beginning after December 15, 2011 and is applied oti a prospective basis. We have adopted ASU 2011-04 and
the impact of adoption is not material to our unaudited consolidated financial statements.

In June 2011, the FASB issued Accounting Standards Update No. 2011-05, Comprehensive Income (Topic 220), Presentation'f'omprehensiveIncome ("ASU 2011-05"), to require an entity to present the total afcomprehensive income, the componerits ofnet income,
and the components of other comprehensive income either in a single continuous statements of comprehensive income'or ih twb sdpanite b|it 'onsecutivestatements. ASU 2011-05 eliminates the option to present the components ofother comprehensive income as part af the statement
of equily. The standard does not change the items which must be reported in other comprehensive income, how such items~are nie8suied or
when they must be reclassi6ed to net income. This standard is effective for interim'nd anriual 'periods beginning after December 15, 2011 and
is to be applied retrospectively. The FASB has deferred the requirement to'present nscltissifica6on hdju'stments'for each component of
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SIRIUS XM RADIO INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - Continued
(Dollar amounts in thousands, unless otherwise stated)

mulated other comprehensive income in both net income and other comprehensive income. Companies are required to either present
amounts reclassified out of other comprehensive income on the face of the financial statements or disclose those amounts in the notes to the

fiuancial statements. During the deferral period, there is no requirement to separately present or disclose the reclassification adjustments into
nct income. Thc cffcctivc date of this dcfcrral will bc consistent with thc cffcctivc date of thc ASU 2011-05. Wc have adopted ASU 2011-05

and disclosed comprehensive income in our unaudited consolidated statements of comprehensive income and note that this guidance only
affects financial statement presentation only and has no impact on our results of unaudited consolidated financial statements.

(3) Earnings per Share

Basic net income per common share is calculated using the weighted average common shares outstanding during each reporting
period. Diluted net income per common share adjusts the weighted average common shares outstanding for the potential dilution that could
occur if common stock equivalents (convertible debt and preferred stock, warrants, stock options, restricted stock and restricted stock units)
were exercised or converted into common stock, calculated using the treasury stock method. For the three months ended March 31, 2012 and
2011, common stock equivalents of approximately 443,764,000 and 587,254,000, respectively, were excluded from the calculation of diluted
net income per common share as the effect would have been anti-dilutive.

(in thattsands, eraeptper share data)

Net income

Average common shares outstanding-basic

Dilutive effect of equity in~~cuts
Average common shares outstanding-diluted

Net income per common share

Basic

Diluted

For the Three Months
Ended Match 31,

2012 2011

0.03 $

0.02 $

0.02

0.01

$ 107,774 $ 78,121

3,767,443 3,735,136

2,770,285 2,746,248

6,537,728 6,481,384

(4) Accounts Receivable, net

Accounts receivable, net are stated at amounts due from customers net of'n allowance for doubtful accounts. Our allowance for
doubtful accounts considers historical experience, the age of ceitain receivable balances, current economic conditions and other factors that
may affect the counterparty's abihty to pay.

Accounts receivable, net, consists of the following:

starch 31,
2012 December 31, 2011

Gross accounts receivable

Allowance for doubtful accounts

Total accounts receivable, net

$ 119,310 $ 111,637

(1 0,975) (9,932)

$ 108,335 $ 101,705

Receivables from distributors include billed and unbilled amounts due from OEMs for radio services included in the sale or lease price
of vehicles, as well as billed amounts due from retailers. Receivables from distributors consist of the following:

March 31,
2012 December 31, 2011

Billed

Unbilled

Total

$ 52,426 $ 44,618
43,611 40,199

$ 96,037 $ 84,817
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(5) Inventory, net

Inventory consists of finished goods, refurbished goods, chip sets and other raw material components used in manufacturing radios.
Inventory is stated at the lower of cost, determinecl on a first-iii, fu.st-out basis, or market. We record an estimated allowance for inventory that
is considered slow moving, obsolete or whose cartying value is in excess ofnet realizable value. The provi!sion related to products purchased
for resale in our direct to consumer disttibution channel and components held for 1!esale b)& us is reported as a component of Cost of equipment
in our unaudited consolidated statements of comprehensive income. The provision related to iriventory cor!sumed in our OEM and retail
distribution channel is reported as a component of Sub seri ber acqu!isition costs in our unaudited consolidated statements of comprehensive
income.

Inventory, net, consists of the foljlowing:

Raw materials

Finished goods

Allowance for obsolescence

March 31,
2I)12

$ 22,441

31,102

(16,752)

December 31,, 2011

$ 24.,134

28,,007

(15,,430)

Total inventory, net $ 36,791 $ 36,,711

(6) Goodwill

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and identifiable intangible assets
acquired in business combinations. We will perform an aimual qua!htative assessment as of October 1st of each year to determine if it is more
likely than not that the fair value is less than the carrying amount. An assessment is perforined at other times if an event occurs or
circumstances change that would more likely than not reduce the fM'r value of the asset below its cariying value.

As of March 31, 2012, there were no indicators of iinpaiiment and no impairment loss was recorded f'or goodwill during the three
months cndcd March 31, 2012 and 2011,

(7) Intangible Assets

Intangible assets consisted of the following:

March 31, 2012 Dcccmbcr 31, 2011

Weighted Average
Picefid Lives

Gross
Carrying

'Value

Gross
Accumubtted Net Carryihg 'arrying Accmnulated Net Caning
Amortization ' Value Vahie Amortoration Value

Indefinite life intangible assets:

FCC licenses

Trademarl

Inde!Gnite

indefinite
$ 2,083,654 $

250,000
$ ! 2,083,664 $ 2,083,654 $

260,000 ! '50,000
$ 2,083,654

250.000

Definite life intangible assets:

Subscriber relationships

Licensing agreements

Proprietary sottwarc

Developed technology

Leasehold interests

9 years

9.1 years
6 years

10 years

7A years

380,000

78,897
16,552

2,000

132

(202,134)

(36,649)
(11,941)

(733)

(66)

177„866

42Pr48

4.611

I/67
i66

380,000

78,897
16,552

2,000

lo2

(191,201)

(34,145)
(11,50'7)

(683)

(61)

188,799

44,752
5,045

lq317

71

Total intangible assets $ 2,811235 $ (251,523) $ 2,559,712 $ 2,811235 $ (23'7,59'7) $ 2,573,638

Indefinite Life IntangibleAssets

We have identified our FCC licenses and thc XM trademark as indefinite life intangible assets after consideririg the expected use of
the assets, the regulatory and economic environment withua which they are used and the effects of obsolescence on their use.
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We hold FCC licenses to operate our satellite digital audio radio servi!ce and provide ancillary services. The following table outlines
thc years in which each of our liccnscs cxpircs:

FCC license Expirauon sear
SIRIUS FM-1 satellite

SIR1US FM-2 satellite

SIRIUS FM-3 satellite

SIR1US FM-4 satellite (I)
SIRIUS FM-5 satellite

SIRIUS FM-6 satellite (2)
XM-1 satellite
XM-2 satellite
XM-3 satellite
XM-4 satellite
XM-5 satellite

{1) In 2010, we retired our FM-4 ground spare satellite. We still maintain the FCC lic'ense for this satellite.
{2) We hold an FCC license for our FM-6 satellite, wh!ich mll expire eight years troni when tiiis saitellite is launbhed and placed into operation.

2017

2017
2017

201 7

2017

2014
2014

2013

2014
2018

Prior to expiration, we are required to apply for a renewal of our. FCC! license&. The rdne&al ahd extension of our .licenses is
reasonably certain at minimal cost, which is expensed as incurred. Each of the FCC licenses authorizes us to use tbe broadcast spectruru, which
is a renewable, reusable resource that does not deplete or exhaust over time.

In connection with the merger of our wholly owned subsidiary, Vernon Merger Corporation, with and. into XM Satellite Hade
Holdings Inc. in July 2008 (the "Merger"), $250000 of the purchase price was allocated to the XM trademark. As of March 3 1!, 20!12,!thei'e
were no legal, regulatory or contractual limitations associated vvith the XM trademark.

Our annual impairment assessment of our indefinite hitangible assets is performed as 'of October 1st of each year. An assessment i.s

made at other times if events or changes in circumstances indicate that these assets might be impaired. The impairment test consists of a
comparison of the fair value of the assets with its c arry ing value. If the carrying value of the intangible assets exceeds its fair value, an
impairment loss is recognized. As ofMarch 31, 2012, there were no indicators of impairment and no impairment loss was!recorded foi
intangible assets with indefinite lives during the three months ended March 31!. 2012 and 2011!.

Definite Life IntangibieAssets

Subscriber relationships are amortized on an accelerated basis over 9 years, which reflects the estimated pattern in which the economic
benefits will be consumed. Other defmite life intangible assets include certain licensing agi.ee&entk, which are amortized over a weighted
average useful life of 9.1 years on a straight-line basis.

Amortization expense for all defmite life:intaiigible assets was $13,926 and $15,303 for the three months ended March 31!, 2012 and ~

2011, respectively. Expected amortization expense for the remaining period iii 2012, each of the fiscal years 2013 tin ough 201.6 aind fbr
periods thereafter is as follows:

Year ending December 31,

2012
2013

2014

2015
2016

Thereafter

Total definite life intangibles assets, net

Amount

$ 39,739
47,357

38,879

37,553
31,9.'&9

30,571

$ 226,058

10
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(8) Subscriber Revenue

Subscriber revenue consists of subscription fees, revenue derived from agreements with certain daily rental fleet operators, activation
and other fees. Revenues received &om OHMs for subscriptions included in the sale or lease price ofvehicles are also included in subscriber
revenue over the service period.

Subsniber revenue consists ofthe following:

Subscription fees
Activation fees

Total subscriber revenue

For the Three Months
Ended March 31,

2012 2011

696@98 $ 619,291

3,944 3,146

700,242 $ 622,437

(9) Interest Costs

We capitalized a portion of the interest on funds borrowed to finance the constoiction costs of our FM-6 satellite and related launch
vehicle. We will continue to capitalize the interest until the launch of our PM-6 satellite. %e also incur interest costs oit all ~of our debt ~

instruments and an our satellite incentive agreements. The following is a smmnary ~ of our interest costs:

Interest costs charged to expense

Interest costs capitalized

Total interest costs incurred

For the Three Mouths
Eaded March 31,

2012 2011

76,971 $ 78,21~ ~
7,954 7+50

84,925 $ 85,468

Included in interest costsin~ is non-cash interest expense, consisting. of amortization.related to original issue discounts,
premiums and deferred financing fees of $ 10,647 and $9/73 for the three Sonlths Inde March 31) 2012 ahd 2011, re+actively.

(10) Property and Equipment

Property and equipment, net, consists of the following:

Satellite system
Terrestrial repeater network
Leasehold improvements
Broadcast studio equipment
Capitalized software and hardware

Satellite telemetry, tracking and control facilities
Fumituxe, 5xturcu, equipment and other
Land

Building
Construction in progress

Total property and equipment

Accumulated depreciation and amortization

Property and equipment, net

Masch31,

$ 1,943,537

110/35
43,529
54@18

201/66
61,020
60,739
38,411

57,200

385300
2,955855

(1,309,945)

$ 1,645,610

December 31,
2011

$ 1,943,537

112,440

43,455
53,903

193,301

60,539
60383
38,411

57,185

372,508

2,935,562

(1,261,P

$ 1673 917
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Construction in progress consists of the following:

Satellite system
Terrestrial repeater network

Other

Consiruction inprogress

March 31,
2012

352697
18,586

14,117

385,300

December 31,
2011

343,932

19,194

9/82
372,508

Depreciation and amortization expanse on property and equipment was $52,191 and $53,097 for the three months'ended March 31,
2012 and 2011, respectively.Satellites

We currently own a fleet ofnine orbiting satellites. The chart below provides certain information on these satellites:

FM-1

FM-2
FM-3
FM-5
XM-1

XM-2

XM-3
XM-4
XM-5

Satellite Designation Year Delivered

2000
2000

2000
2009
2001

2001

2005

2006

2010

Estimated End of
Dciareciable Life

2013

2013

2015

2024
2013

20~
20~
2021

2025

We own four orbiting satellites for use in the Sirius systern. We own five orbiting satellites for use in the XM system. Four of these
satellites were manufactured by Boeing Satellite Systems International and five were manufactured by Space Systems/Loral.

During the three months ended March 31, 2012 and 2011, we capitalized expenditures, including interest, of$ 8,665 and $ 28,815,
respectively, related to the construction of our FM-6 satellite and related launch vehicle.

(11) Related Party Transactions

We had the following related party balances at~ 31, 2012 and December 31, 2011:

March 31,
2012

December $1,
2011

Related iaartr long-term
assets

March 31, December 31,
2012 2011

March $1,
2012

December 31,
2011

Related iiartr'nMnt

'iabilities

Relates iamttr laang-term

'iabuiiies

: Meach31, necember3$
2012 2011

Related party long-term debt

Match 34, I December31,'012

i i i 2011

Liberty
Media
Sirius
XM
Canada

Total

$ — $ — $ 1,122 $ 1/12 $ 10,461 $ 9,722 $ — $ $ 329/76 $ 328,788:

14,702 53,107 53,741 6,080 4,580 21,048 21,741

$ 6/03 $ 14,702 $ 54~a $ 54,953 $ 16/41 $ 14@iX? $ 21,048 $ 21,741 $ 329,576 ' '328,788'ibertybIediN

In February 2009, we entered into an Investment Agreement (the &'InvestinentlAgiteement'Q with an affiliate ofLiberty Media
Corporation, Liberty Radio, LLC (collectively, "Liberty Media"). Pursilnt to the Investment Agreement, in March 2009

4L
%F

12
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we issued to Liberty Radio, LLC 12,500,000 shares of our Convertible Perpetual Preferred Stock, Series B-1 (the Series 8 Pr&:fert'ed Stock"
with a liquidation preference of $0.00 li per st e h1 penial consideration for certain loan investments. Liberty Media has representatives on our
board of directors. The Series B Preferred Stock is convertible into 2,586,976,000 shares of common stock. Liberty Mafia Corporation has
filed with thc Fcdcral Communications Commission an application for consent to transfer defacto control of Sirius XM. Wc have filed a
petition to dismiss or deny such application. L:iberly Media's application was nest filed in chnnectio'n with a transaction between Liberty Media
and us.

Liberty Media has advised us that as of March 31, 2012 aud December 31, 2011, respectively, it owned the follovving:

8.75% Senior Notes due 2015

9.75% Senior Secured Notes due 2015
13% Senior Notes due 2013

7% Exchangeable Senior Subordinated Notes due 2014
7.625% Senior Notes due 2018

Total principal debt

Less: discounts

Total carrying value debt

March 31,
2Q12

$ I 50,F000

50,000

76,000

11,000

50,000

337,~000

7,424

$ 329,576

December.'31,
2011

$ 150,000

50,000
76,000

11,000

50,000

337,000

8,212

$ 328,788

As of March 31, 2012 and December 31, 2011, we recorded $ 10,461 and $9,722, respectively, related to accrued interest with
Liberty Media to Related party current liabilities. We recognized ijaterest expense associat&xi with debt held by Liberty Media *f $8,994 and
$8,933 for the three months ended March 31, 2012, and 2011,:respectively.

Sirius XM Canada

In June 2011, Canadian Satel'.lite Radio Holdings .hc. ("C SR"), the paint conrpatiy of XM C&ad'a, and Sirius Canada completed a
transaction to combine their operations ("the Canada Merger"). As a result of the Canada Merger, Sirius Canada became a wholly-owned
subsidiary of CSR. The combined company operates as Shius XM Canada. We own
approximately 46,700,000 Class A shares of CSR, representing a. 38.0% equity interest and a 25.0% voting interest, and hold a non.-interesI.
bearing note of $410 issued by CSR.

We also hold an investment hr Cdin $4,000 face value of 8% convertible unsecured subordinated diebentures issued by CSR, for which.
the embedded conversion feature is biturcated from the host contract. The host contract is accounted for at fair value as an available-for-salle
security with changes in fair value recorded to Accumulated other comprehensive income (loss), net of tax, The embeddedi cont ersion feature's

accounted for at fair value as a derivative with changes in fa:ir value recorded in earnings as Interest and investment Ioss.~ As ~of Marc~h 31,
2012, the carrying values of the host contract and embedded derivative related to our investment in the debentures was $3,638 and $ 13,
respectively. As of December 31, 2011, the carrying values of'the host contract and embedded derivative related to our investment in the
debentures was $3,490 and $0, respectively. The carrying values of the host contract and embedded derivative are recorded in Related party
long-term assets.

Our interest in Sirius XM Canada is accounted for under the equip method. The excess of the cost of our ownership interest in the
equity of Sirius XM Canada over our sharc of the net assets is recognized as goodwill and:intangible assets and is included in the c'arry'ing'mountof our invcstmcnt. Equity method goodwill is not amoitizcd. Wc periodically evaluate this invcstmcnt to dctcrrninc if thcrc has bccn an
other than temporary decline below cazying value. Equity method intangible assets are amortized over their respective useful lives, which is
recorded in Interest and investment loss. As of March 31, 2012, our investment balance in Sirius XM Canada was approximately $44,631,
$28,763 of which represents equity method goodwill and intangible assets, and. was recorded in Related party long-term assets. As 'of'ecember31, 2011, our investment balance in Sirius XM Can.ada was approxlimately $45,061, $2,'8,589 of which represented equity method
goodwill and intangible assets, and was recorded in Related party long-term as:sets.

We provide Sirius XM Canada w:ith chip sets and other services and we are reimbursed for these co~%». A. of March 3i1, 2012 iand
December 31, 2011 amounts due for these costs totaled $4,,504 andi $7,404, respectivelly, and is reported as Related, party current assets.

13
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As of March 31, 2012, amounts due from Sirius XM Canada also included $6,414 attributable to deferred programming costs and
accrued interest, $4,415 ofwhich is reported as Related party long-term assets. As of December 31, 2011, amounts due from Sirius XM
Canada included $7,280 attributable to deferred programming costs and accrued interest, $4,780 of which was reported as Related party long-
tcrm assets.

As of March 31, 2012 and December 31, 2011, the amounts due to Sirius XM Canada totaled $3,305 and $1,804, respectively, and is
reported as Related party current liabilities.

income:
We recorded the following revenue from Sirius XM Canada as Other revenue in our consolidated statements of comprehensive

Royalty income

Amortization of Sirius XM Canada deferred income

Licensing fee revenue

Advertising reimbursements

Total revenue &om Sirius XM Canada

For the Three Months
Ended March 31,

2012

7,465
694

1,500

417

10,076

Our share ofnet earnings or losses of Sirius XM Canada are recorded to Interest and im estment loss in our consolidated statements of
comprehensive income on a one month lag. Our share of Sirius XM Canada "s net loss was $1,645 for the three months ended March 31, 2012,
We recorded amortization expense of $(173) related to the equity method intangible assets for tluee months ended March 31, 2012,

Sirius Cttttadu

We had an equity interest of 49/e'iu Sirius Canada until lune 21, 2011 when the transaction between XM Canada and Sirius Canada
osed.

In 2005, we entered into a license and services agreement with Sirius Canada. pursuant to such agreement, we are reimbursed for
certain costs incurred to provide Sirius Canada service„ including certain costs incurred, for the production and distribution of radios, as v ell as
information technology support costs. In consideration for the rights granted pursuant to this license aud services agreement. we have the right
to receive a royalty equal to a percentage of Sirius Canada's gross revenues based on subscriber levels (ranging between 5/o to 15% ) and the
number of Canadian-specific channels made available to Sirius Canada.

W'e recorded the following revenue from Sirius Canada. Royalty income is included in other revenue and dividend income is included
in Interest and invesiment loss in our consolidated statements of comprehensive income:

Royalty income

Dividend income

Total revenue from Sirius Canada

For the Three Months
Ended March 31,

2011

4,470

238

4,708

Receivables from royalty and dividend income were utilized to absorb a portion of our share of net losses generated by Sirius Canada.
Total costs that have been reimbursed by Sirius Canada were $2,490 for the three months ended March 31, 2011 .

Our share of net earnings or losses of Sirius Canada was recorded to Interest and investment loss in our consolidated statements of
comprehensive income on a one month lag. Our share of Sirius Canada's net loss was $4,458 for the three months ended March 31 2011 . The
payments received from Sirius Canada in excess of carrying value were $2,880 for the three months ended March 31, 2011 .

14
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XM Canada

We had an equity interest of 21.5% in XM Canada until June 21, 201 1. when the ti ansaction between XM Canada ~ and~ Sirius Canada i

closed.

In 2005, XM entered into agreements to provi.de XM Canada with the right to offer XM satellite radio service in (."anada. The
agreements have an initial ten year terin and XM Canada has the unilateral optIion to extend the agreement. for an additional five year term. We
receive a 15% royalty for all subscriber fees oned by XM Canada each month for its basic seduce and an activation fee for each gross
activation of an XM Canada subscriber on XMi's systein. Sirius XM Canada is'obligated to pay us a tot@ of $70,300 for the rights to broadcast
and market National IIockey League ("NI]L") games for a ten year term. We recoppuze these payments on a. gross basis as a principal obligor
pursuant to the provisions ofASC 605, Revenue Recogntti on . The estimated fair value of deferred revenue from XM Canada as of the Merger
date was approximately $34,000, which is amortized on a straIight-line basis tbroupp. 2020.', the end of the expected term of the~ agreementsiAs'f

March 31, 2012 and December 31, 2011, the carrying value: of deferred revenue related to this agreemeiit was $23,823 and $24,517,
respectively.

The Cdn $45,000 standby credit f'acility we extended to XM Canada was paid~ and. tertninated 'as a resiiit of the Catiadh orget. %le
received $38,815 in cash upon payment of this facI.lity. As a result of the repayment of the credlit facility and completion of the~ Caitada~ Mei ger,
we released a $ 15,649 valuation allowance: related to the absorption of our share of the net loss from our investment in XM Canada as of
June 21, 2011.

We recorded the following revemie from XM Canada as Other revenue in our consolidated statements of comprehensive income:

Amorbzation of XM Canada deferred income
Subscriber and activation fee royalties
Licensing fee revenue

Advertising reimbursements

Total revenue from XM Canada

Eor the Three Months
Endesi March 31,

,4~
2,623

1,.500

417

5,234

Our share of net earnings or losses of XM Canada is recorded to Interest and investment loss in our consolidated statements of
comprehensive income on a one month lag. Orn share of XM (."anada'. net los( was $2,05 t for the'three inonths ended March 31, 2011 .

(12) Investments

Long Terna Restricted Investnsents

Restricted investments relate to reimbursement obligations under letters of credit i'ssued for the benefit of lessors df office spade. As of
March 31, 2012 and December 31, 2011, our l.ong-term restricted investments were $ 3,973 .
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3) Debt

Our debt consists of the following:

Conversion
Price

(Per share)
arch 31,
2012

December 31,
2011

8.75% Senior Notes due 2015 (a)
I.ess: discount

9.75% Senior Secured Notes due 2015 (b)
Less: discount

13/o Senior Notes due 2013 (c)
Less: discount

7o/e Exchangeable Senior Subordinated Notes due 2014 (d)
Less: discount

7.625% Senior Notes due 2018 (e)
Less: discount

Other debt:

Capital leases

Total debt

Less: total current maturities non-related party
Total long-term

Less: related party
tal long-term, excluding related party

N/A

N/A

N/A

1.875

N/A

800 000

(9,102)
224,428

(6,886)
744@46

(32,438)
550,000

(5,513)
700,000

(10,595)

800,000

(9,753)
257,000

(8,356)
778,500

(39„504)

550,000

(5,956)
700,000

(10,898)

2,509

2,956,649
1,540

2,955,109

329,576

2,941

3,013,974
1,623

3,012,351

328,788

$ 2,625,533 $ 2,683,563

(u) 8.75% Senior Notes due 2NS

In March 2010, we issued $800,000 aggregate principal amount of 8.75% Senior Notes due 2015 (the "'.75% Notes"). Interest is
payable semi-annually in arrears on April 1 and October 1 of each year at a rate of 8.75% per annum. The 8.75% Notes mature on April 1,
2015 . The 8.75% Notes were issued for $786,000, resulting in an aggregate original issuance discount of $14,000 . Substantially all of our
domestic wholly-owned subsidiaries guarantee our obligations under the 8.75% Notes on a senior unsecured basis.

(b) 9. 75% Senior Secnred¹tes due 2015

In August 2009, we issued $257,000 aggregate principal amount of 9.75% Senior Secured Notes due September 1, 2015 (the " 9.75'/e
Notes"). Interest is payable semi-annually in arrears on March 1 and September 1 of each year at a rate of 9.75% per annum. The 9.75% Notes
were issued for $244,292, resulting in an aggregate original issuance discount of $ 12,708 . Substantially all of our domestic wholly-owned
subsidiaries guarantee our obligations under the 9.75% Notes. The 9.75% Notes and related guarantees are secured by first-priority liens on
substantially all of our assets and the assets of the guarantors.

In March 2012, we purchased $32,572 in aggregate principal amount of the 9.75'/e Notes, $9,500 of which was settled in April 2012.
The aggregate purchase price for these 9.75% Notes was $35,565 inclusive of accrued interest. We recognized an aggregate loss on
extinguishment of these 9.75% Notes of $3,778, consisting primarily of unamortized discount, deferred fmancing fees and repayment
premium, to Loss on extinguishment of debt and credit facilities, net, for the three months ended March 31, 2012 .

(e) 13% Senior ¹tes due 2013

In July 2008, we issued $778,500 aggregate principal amount of 13% Senior Notes due 2013 (the " 13% Notes"). Interest is payable
semi-annually in arrears on February 1 and August 1 of each year at a rate of 13% per annum. The 13% Notes mature on August 1, 2013 .

stantially all of our domestic wholly-owned subsidiaries guarantee our obligations under
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the 13% Notes.

In March 2012, we purchased $34,254 in aggregate principal amount bf6'$% 8'otes. Tlhe aggtegate purchase price.for these 13%
Notes was $39,610 inclusive of accrued intcrcst. Wc recognized an aggregate loss on cxtinguisbmcnt on thcsc 13% Notes ef$6,19B, consisting
primarily ofunamortized discount, deferred flnancing fees and repayment pxeiniutci, toi Loss ori extinguishment of debt and cre'dit facilities, net,
for the three months ended March 31, 2012.

(d) 7% Exchangeable Senior SubordinatedNofesdue2014

In August 2008, we issued $550,000 aggregate principal amount of 7% Exchangeable Senior Subordinated Notes'due 2014 (the
"Exchangeable Notes"). The Exchangeable Notes are senior subordinated. obligations and ranksjunior in right ofpayment to our existin'g and
future senior debt and equally in right ofpayment with our existing and future Isenibr siiboijdiukted debt. Siibsnintially all of our domestic 'holly-ownedsubsidiaries have guaranteed the Exchangeable Notes on a senior siibonlinated basil.

Interest is payable semi-annually in arrears on tune I and December I of each year at a rate of 7% per annum. The Hxchaugeable
Notes mature on December 1, 2014 . The Exchangeable Notes are exchangeable at any time at'the option of the holder into shares of our
common stock at an initial exohange rate of 533.3333 shates of common stock~per ~$1,000 principal amount of Exchangeable Notes, which is
equivalent to an approximate exchange price of$1.875 per share ofcommon stockl. Althoulgh our stock price was greater than the exchange
price during the three months ended March 31, 2012, the common stock reserved for eXchange in connection with the Exchangeable Hotel
were considered to be anti-dilutive in our calculation ofdiluted net income per~commoti share. ~

(e) 7.625% SeniorNofes due 2018

In October 2010, we issued $700,000 aggcegate principal amount of 7.625% Senior Notes due 2018 (the " 7.625% Nates'"). Intetestis'ayablesemi-annually in arrears on May 1 and November 1 ofeach year at a rate of 7.625% per annum. The 7.625% Notes matureon'ovember1, 2018 . Substantially all of our domestic whollymwned subsidiaries guarantee our obligations under the 7Ai25% Notes.

Re&edDeR'Insrrucneccts

5.25% Convertibk Nerve due 2011

In February 2011, we purchased $94,148 ofour then outstanding 3.25% Convertible Notes due 2G11 (the " 3.25% Notes"j atprices
between 100.75% and 100.94% of theprincipal amount plus accrued interest. We recognized a lose on extinguishnient ofdebt for the 3.25%
Notes of $ 1,079 for the three months ended March 31, 2011, which consisted primarily of~cash premiums paid, unamortized discount and i

deferred flnancing fees. The remainder of the 3.25% Notes were paid. upon maturity in the fourth quarter of 2011.

1L25% Senior Seeccred¹eesdue 2015

In January 2011, we purchased the aunaming portion ofour outstanding 11.25% Senior Secured Notes due 2G13 for an aggregate
Iauuhase price of $40,376 . A loss flum extinguishment ofdebt of $4,915 associated with this purchase was recorded durircg the three months
ended March 31, 2011 .

Covenants andRestricts

Our debt generally xequires compliance with certain covenants that restrict our ability'to, among other things, '(i) incur additional
indebtedness unless our consolidated. leverage would be no greater than 6.0 times consolidated operating cash flow after the incurrence of the
indebtedness, (ii) incur liens, (iii) pay dividends or make certain other restricted payments, investments or acquisitions, (iv) enter irito certam
transactions with affiliates, (v) merge or consolidate with another person, (vi) Nell. 'assign, 1'ease or otherwise dispose of all or substantially all
of our assets, and (vii) make voluntary prepayments ofcertain debt, in each case subject to'exceptions.'nderour debt agreements, the following generally constitute an everit of default: (i) a default in the payment of
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est; (ii) a default in the payment of principal; (iii) failure to comply with covenants; (iv) failure to pay other indebtedness after final
maturity or acceleration of other indebtedness exceeding a specified amount; (v) certain events ofbankruptcy; (vi) a judgment for payment of
money exceeding a specified aggregate amount; and (vii) voidance of subsidiary guarantees, subject to grace periods where applicable. If an
cvcnt of default occurs and is continuing, our debt could bccomc immcdiatcly duc and payablc.

At March 31, 2012, we were in compliance with our debt covenants.

(14) Stockholders'quity

Common Stock, par value $0.001per share

We were authorized to issue up to 9,000,000,000 shares of common stock as of March 31, 2012 and December 31, 2011 . There were
3,788,755,725 and 3,753,201,929 shares of common stock issued and outstanding as ofMarch 31, 2012 and December 31, 2011, respectively.

As nf March 31, 2012, approximately 3,303,857,000 shares of common stock were reserved for issuance in connection with
outstanding convertible debt, preferred stock, warrants, incentive stock awards and common stock to be granted to third parties upon
satisfaction of performance targets.

To facilitate the offering of the Exchangeable Notes, we entered into share lending agreements with Morgan Stanley Capital Services
Inc. ("MS") and UBS AG London Branch ("UBS") in July 2008, under which we loaned MS and UBS an aggregate of 262,400 000 shares of
our common stock in exchange for a fee of $0.001 per share. During the third quarter of 2009, MS returned to us 60,000,000 shares of our
common stock borrowed. In October 2011, MS and UBS returned the remaining 202,400,000 shares loaned. The returned shares were retired
upon receipt and removed from outstanding common stocl . The share lending agreements have been terminated. Under GAAP, the borrowed
shares were not considered outstanding for the purpose of computing and reporting our net income (loss) per common share.

We recorded inleresi expense related io ihe amortization of ihe costs associated with ihe share lending arrangemeni aud other issuance
ts of $2,982 and $2,690, respectively, for the three months ended March 31, 2012 and 2011 . As of March 31, 2012, the unamortized
nce of the debt issuance costs was $37„072, with $36,331 recorded in deferred financing fees, net, and $741 recorded in Long-tenn related

parly assets. As of December 31, 2011, the unamortized balance of the debt issuance costs was $40,054, with $39,253 recorded in deferred
financing fees„net, and $801 recorded in Long-term related. party assets. These costs will continue to be amortized until the debt is terminated.

In January 2004, Sirius Satellite Radio Inc. signed a seven-year agreement with a sports programming provider which expired in
February 2011. Upon execution of this agreement, Sirius delivered 15,173,070 shares of common stock valued at $40,967 to that programming
provider. These shares of common stock were subject to transfer restrictions which lapsed over time. We recognized share-based payment
expense associated with these shares of $1,568 in the three months ended March 31, 2011 .

Preferred Stock, par value $0.001 per share

We were authorized to issue up to 50 000,000 shares ofundesignated preferred stock as ofMarch 31, 2012 and December 31, 2011 .

There were no shares of Series A Convertible Preferred Stock (*'Series A Preferred Stock") issued and outstanding as of March 31, 2012 and
December 31, 2011 .

There were 12,500,000 shares of Series B Preferred Stock issued and outstanding as ofMarch 31, 2012 and December 31, 2011 . The
Series B Preferred Stock is convertible into shares ofour common stock at the rate of 206.9581409 shares of common stock for each share of
Series B Preferred Stock, representing approximately 40% of our outstanding shares of common stock (after giving effect to such conversion).
As the holder of the Series B Preferred Stock, Liberiy Radio LLC is entitled to a number of votes equal to the number of shares of our common
stock into which such shares of Series B Preferred Stock are convertible. Liberty Radio LLC will also receive dividends and distributions
ratably with our common stock, on an as-convcrtcd basis. With respect to dividend rights, thc Scrics B Prcfcrrcd Stock ranks 'cvcnly with our
common stock and each other class or series of our equity securities not expressly provided as ranking senior to the Series B Preferred Stock.
With respect to liquidation rights, the Series B Preferred Stock ranks evenly with each other class or series of our equity securities not
expressly provided as ranking senior to the Series B Preferred Stock, and ranks senior to our common stock.
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Warrants

We have issued warrants to purcb.ase shares of commion stock in comtection with distribution, programmiug and satellite purchase
agrccmcnts. As of March 31, 2012 anci Dcccmbcr ,'31, 2011, approximately 22[506,008 warrants td acguirci an equal number of shares of
common stock were outstanding and fully vested. These warrants exp'.e at various times tiuough 2015. At March 31, 2012, and December 31,
2011, the weighted average exercise price of outstanding warrants was $2,.63 per share. Wie did not incur warrant related expenses'during the
three months ended March 31, 2012 and 2011 .

In February 2011, Daimler AG exercised 16,500,000 warrants to purchase shares of common stock on a net settlement basis, resulting
in the issuance of 7,122,951 shares of our common stock.

{15) Benefits Plans

We recognized share-based payment expense of $14,951 and $11,288'or i the three months ended March 31, 2012 and. 20 1i 1,
respectively. We did not realize any income tax benefits from . hare-based benefits plans during the three months ended March 31, 2012 and
2011 as a result of the full valuation allowance that is maintained f'or substantially all net deferred tax assets.

2009 Long-Term Stock Incentive Plan

In May 2009, our stockholdets approved the Sirius XIVI Radio Inc 2009 I,ong-Term Stock Incentiive Plan (the "2009 Plan").
Employees, consultants and members of our board of tlirectors are eligible to receive awards under the 2009 Plan. The 200'9 Plan provi'des for'he

grant of stock options, restricted stock, restricted stock units and other stock-based awards that the compensation committee of our board of
directors may deem appropriate. Vestbxg and other terms of stock-based awards are set forth in the agreem& nts with the individuals receiving
the awards. Stock-based awards granted under the 200'9 Plan are generally subject to a vesting requirement. Stock-'based awards generally
expire ten years from the date of grant. Each restricted stock unit entitlies the holder to receive one share of common stock upon vesting. As of'arch31, 2012, approximately 199,061,000 shares of corumon stock were available 1'or future grits under Ihe 2009 Plan.

Other Plans

We maintain four other share-based benef tt plans — the XM 2007 Stock Bncentive Plan, the Amended and Restatt:d Siriu& Satellite
Radio 2003 Long-Term Stock Incentive Plan, the XM 1998 Sb.ares: Award Plan and the, XM Talent Option Plan. No fiuther awards may be
made under these plans. Outstanding awards under these plans continue to vest..

The following table summarizes the weighted-average assumptions used to compute the fair value of options granted to employees
and members of our board of directors:

For the Three Months

Risk-free interest rate

Expected life of options — years
Expected stock price volatility
Expected dividend yield

E.nded Me&eh 31,

2012

0.8%

5.34

57%

0%

There were no options granted to employees aud members of our board of directors during the three months ended March 31, 2011 .

There were no options granted io third parties during ihe ibree monlhs ended Man;h 31, 2012 and 2011 .
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The following table summarizes stock option activity under our share-based payment plans for the three months ended March 31,
12 (options in thousands):

Options

Weighted-
Average
Exercise

Price

weighted-Avetage
Remaining

Contractnal Term
(Years)

Aggregate
Intrinsic

Valne

Outstanding as ofDecember 31, 2011

Granted
Exercised
Forfeited, cancelled or expired

Outstanding as of March 31, 2012

Exercisable, March 31, 2012

439,580 $

275 $

(34,955) $

(4,281) $

400,619 $

148,585 $

125
2.04
0.65

2.67

1.29

1.78

6.00 $ 501,494

4.20 $ 169,371

The weighted average grant date fair value of options granted during the three months ended March 31, 2012 was $1.02 . The total
intrinsic value of stock options exercised during the three months ended March 31, 2012 and 2011 was $52,274 and $2,099, respectively.

We recognized share-based payment expense associated with stock options of $13„643 and $9,977 for the three months ended
March 31, 2012 and 2011, respectively.

The following table summarizes the nonvested restricted stock and restricted stock unit activity under our share-based payment plans
for the three months ended March 31, 2012 (awards in thousands):

Weighted-Average
Grant Date Pair

Value

nvested, December 31, 2011

ranted
Vested restricted stock

Vested restricted stock units
Folfeited

Nonvested, March 31, 2012 1.46

The outstanding nonvested shares of restricted stock represent shares issued to members of the board of directors as part of our former
director compensation program. These shares will vest on the first anniversary of the date the person ceases to be a director.

The weighted average grant date fair value of restricted stock units granted during the three months ended March 31, 2012 and 2011
was $0 as no shares were granted in the periods. The total intrinsic value of restricted stock and restricted stock units that vested during the
years ended March 31, 2012 and 2011 was $0 and $3,085, respectively.

We recognized share-based payment expense associated with restricted stock units and shares of restricted stock of $0 and $542 for
the three months ended March 31, 2012 and 2011, respectively.

Total urn~cognized compensation costs related to unvested share-based payment awards for stock options and restricted stock units
and shares granted to employees and members of our board of directors at March 31, 2012 and December 31, 2011, net of estimated
forfeitures, was $ 115,786 and $129,983, respectively. The total unrecognized compensation costs at March 31, 2012 are expected to be
recognized over a weighted-average period of three years.

401(k) Savings Plan

We sponsor the Sirius XM Radio 401(k) Sa1rings Plan (the "Sirius XM Plan") for eligible employees.
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The Sirius XM Plan allows eligible employees to voluntarily contribute from 1% to 50% of their pre-tax eligible &".arnings, subject to
certain defined limits. We match 50% of an employee's voluntary contributions, up to 6% of an employee's pre-tax salary~ in t'he fthm! of I

shares of common stock. Employer matching contributions under thc Sirius XM Plan vest at a rate'of 33.33% for each year of cmploynicnt and
are fully vested after tliree years of employment for all current and futrlre contributions. Share-based payment expense rescriting from the
matching contribution to the Sirius XM Plan v& as $1,308 and $769 for the tfiree months ended March 31, 2012 and 2011, i'espectively.

We may also elect to contribute to the profit sharing portion of the Sirius!XM!Plan based upon the total eligible compensation of
eligible participants. These additional contributions in the form of shares of corumon stock are determined by the compensation cofnmittee of
our board of directors. Employees are only eligible to receiive profit-sharing contributions duritrg atry y'ear iin which they are employed on the
last day of the year. Currently, we do not plan to contri!bute to the profit sharing portion of the Sirius XM Plan in 2012. We did not contribute to
the profit sharing portion of the Sirius XM Plarr in 2011.

(16) Commitments aud Contingencies

The following table summari;res our expected. contractual cash commitments as of March 31, 2012:

2012 2013 2014 2OXC 2010 The real!ter

Long-term debt obligations
Cash interest payments
Satellite and transmission

Programming and content
Marketing and distribution

Satellite incentive payments
Operating lease obligations
Other

Total(1)

$ 1,191 $
22 ll,328

5,624

135,602

35,957

7,758

26,501

23,268

74'i,382 $

280,S79

57,257

191.,616

22 692

11,864

32,333

14,283

550,182
183,759

13,311

163,131

17,450

12,607

27„005

2,712

$ '1,024,428

110,257

13,1S7

156,244

12,129

11,728

29,378
419

$ — $ 700,,000

53.,375 106,,750

3.,597 18,,693

13.,388 1,.125

8.,685 3,,192

12.,604 78,591

19.,033 195,,416

182

$ 3,021,183
956,048

l 11,639

661,106
l00,105

135,152

329,666

40,8

$ 457,229 $ 1,3S6,006 $ 970,157 $ 1,357,740 $ 110.,864 $ 1,103,',767'5,355,76

(1) The table does not include our reserve for uncertain tax posiitions, which at March 31,2012 tota1ed $1,537, as the specific timiing ctfany cash
payments cannot be projected with reasonable certainty.

Long-tenn debt obligations. Long-term debt obligations inclucle principal payments on outstanding debt and capit01 le0se Obligations.,'he
chart above does not give effect to the purchase of'62,729 of our 13% Notes m April 2012 . Refer to Note 17.

Cash interestpayments. Cash interest payments inclucle interest due on outstanding debt and capital lease payments through maturity.
The chart above does not give effect to the purchase of'62,729 of our 13% Notes:in April 2012 . Refer to Note 17.,

Satellite and transmission. We have entered irrto agreements with third pres to cIperbte dind rtrairftain the off-site satellite telemetry,
tracking and control facilities and cert«un components of our terrestrial repeater networks. We hav&& also enlere&i into various agreements to
design and construct a satellite and related launch vehicle f'r use ni our systems.

Programming and content. We have entered hito various programming agreements. Under the terms of these agreements, our!
obligations include fixed payments, advertising co&nmi.tments and revenue sharing arrangements.

Marketing and distribution. We have entered into various marketing, sponsorship and 'distribution agreements to promote our brand
and are obligated to make payments to sponsors, retailers, automakers and radio manufacturers under these agreements, Certain programming
and content agreements also require us to purcihase advertising on properties owned or controlled by the licensors. We also reimburse
automakers for certain engineering ancl development costs associated with the iincorporaliou of satellite radios into vehiicles they manufacture.
In addition, in the event certain new products are not shipped by a distributor to its customers within 90 days of'the distributor's re&wipt of
goods, we have agreed to purchase anci take title to the product.
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Satellite incentive papnents. Boeing Satellite Systems International, Inc., the manufacturer of four of XM's in-orbit satellites, may be
entitled to future in-orbit performance payments with respect to two ofXM's satellites. As ofMarch 31, 2012, we have accrued $27,812
related to contingent in-orbit performance payments for XM-3 and XM-4 based on expected operating performance over their fifteen year
design life. Boeing may also bc cntitlcd to an additional $10,000 ifXM-4 continues to opcratc above basclinc specifications during thc five
years beyond the satellite's fifteen -year design life.

Space Systems/Loral, may be entitled to future in-orbit performance payments. As of March 31, 2012, we have accrued $10,216 and
$21,450 related to contingent performance payments for FM-5 and XM-5, respectively based on expected operating performance over their
fifteen-year design life.

Operating lease obligations. We have entered into cancelable and non-cancelable operating leases for office space, equipment and
terrestrial repeaters. These leases provide for minimum lease payments, additional operating expense charges, leasehold improvements and rent
escalations that have initial terms ranging from one to fifteen years, and certain leases that have options to renew. The effect of the rent
holidays and rent concessions are recognized on a straight-line basis over the lease term, including reasonably assured renewal periods.

Other. We have entered into various agreements with third parties for general operating purposes. In addition to the minimum
contractual cash commitments described above, we have entered into agreements with other variable cost arrangements. These future costs are
dependent upon many factors, including subscriber gro~&, and are difficult to anticipate; however, these costs may be substantial. We may
enter into additional programming, distribution, marketing and other agreements that contain similar variable cost provisions.

We do not have any other significant off-balance sheet fmanoing arrangements that are reasonably likely to have a material effect on our
financial condition, results of operations, liquidity, capital expenditures or capital resources.

J.ega/ Proceedings

In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including derivative actions;
ons filed by subscribers„both on behalf of themselves and on a class action basis, and actions filed by former employees, parties to
tracts or leases, and owners of patents„ trademarks, copyrights or other intellectual property. Our significant legal proceedings are discussed

under Item I, Legal Proceedings, in Part II, Other Information.

(17) Subsequent Events

Repurchase af13% Senior¹tes due 2013

In April 2012, we purchased $62,729 of the outstanding principal balance of our 13% Notes. The aggregate purchase price of these
13% Notes was $73,616, which is inclusive of accrued interest. We will recognize a loss on extinguishment of these 13% Notes of
approrimately $ 1 1,600, consisting primarily nfunamortized debt, deferred financing fees and repayment premium, in the second quaiter.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERA.TIONS

(All dollar amounts referenced in this Item 2 are in thousands, unless othenvise statedj

Special Note Regarding Forward-Looking Statements

The following cautionary statements identify important factors that could cause our actual results to differ materially from those
projeoted in forward-looking statements made in this Quarterly Report on Form 10-Q and in other reports and documents published by us from
Lime to time. Any slatements about our beliefs, plans, objectives, expeciations, assumptions, fWure events or perloimance are not historical
faots and may be forward-looking. These statements are often, but not always, made through the use of words or phrases such as "will likely
result," "are expected to," "will continue," "is anticipated," "estimated," "intend "plan," "projection" and "outlook." Any forward-looking
statements are qualified in their entirety by reference to the factors discussed throughout this Quarterly Report on Form 10-Q and in other
reports and documents published by us from time to time, particularly the risk faotors described under "Risk Factors" in Part I, Item 1A of our
Annual Report on
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Form 10-K for the year ended December 31, 2011 and "Management's Discussion'nd Analysis ofFinanciial Condition and Results or
Operations" herein and in Part ll, item. 7 of our Azaiual Report on lYorm 10-K for the year ended Deceinber. 31, 2011 .

Among the significant factors that could cause our actual results to differ hiathrially from 'those expressed in the forward-looking
statements are:

we face substantial competition and that competition is likely to increase over time;
our business depends in large part upon automakers;
general economic conditions can affect our business;
failure of our satellites would sigiiificantly damage oiu. brniness;
our ability to attract and retain su1bscribers at a profitable leveL in the future is unoertaiin;
royalties for music rights may increase;
failure to comply with FCC requirements could damage our business;
the unfavorable outcome of pending or future litigation could have a material ~adverse'ffect;'apidtechnological and industry changes cou1Id adversely impact our services:,
failure of other third parties to perforin could adversely aKect our business;
changes in consumer protection laws and their entorcement could dairiag~i our business;
interruption or failure of our information technology and commurucation systems could negatively impact our results and brand;
if we fail to protect the security of personal inforuaation albout our customers, we could be subject to costly government enforcement
actions or private litigation and our reputation could suffer;
we may from time to time modify our business plan, and these chang~1.s cluld advkrse1Ly alXect. us and our financial condition;
our substantial indebtedness could adversely affect ozu operations and coitild Limit our~ ability to react or ch.anges in the economy or our

industry;

our broadcast studios, terrestrial repeater networks, satellite uplink facilities or other ground facilities could be damaged by natural
catastrophes or terrorist activities:;
electromagnetic interference from others could damage our business;
our business may be impaired by third-party intellectual property rights;
Liberty Media Corporation has significant influence over our busines~ and affairs'and its inteitest inay differ fi om ours; and
our net operating loss carryforwards could be substantially limited ifwe expedenee an ownership change as defined in the Internal
Revenue Code.

Because the risk factors referred to above could cause acCaaL results or outcomes t'o differ materially Rom those arel sed in Any
forward-looking statements made by us or on our behalf, you should not place undue reliance on any of these forward-Icing ~statemetits. In
addition, any forward-looking statement speaks only as of the date on which it is nLade, and w6 undertake 6o obligation to update anyforw'ard-'ooking

statement or statements to reflect events or circumstances after the date on which the s'tateinent is inade, to reflect the occurrence of
unanticipated events or otherwise. New factor. emerge from time to time, and:it is not possible for us to predict which will arise or to assess
with any precision the impact of each factor on oui business or the extent to which any factor, or combination of factors, may cause actual
results to differ materially from those contained in any forward-Looking statements.

Executive Summary

We broadcast our music, sports, news, talk, entertainraent, traffic and weather chaimels, as well as infotainment services in the Uriited.
States on a subscription fee basis through two proprietary satellite radio systems. Subscribers can also receive certain of our music and other
channels over the Internet, including tlirough applications for inobile devices.

We have agreements with every major automaker ("OEMs") to offer 8ateUite radios as factory- or dealer-instaLLed equipment in their
vehicles. We also acquire subscribers through the . ale and lease of previously owned vehicles with factory-installed satellite radios. We
distribute our satellite radios through retail locations nationwide and throu'ur website. Satellite radio services Ne also offer~A td customers
of certain daily rental car companies.

As of March 31, 2012, we had 22,297,420 subscribers of which 18,208,0'90 were self-pay subscribers and 4,089,330 'ver& paid
promotional subscribers. Our subscriber totals include subscribers under our regular pricing plans; discounted pricing plans; su~bscitibers that
have prepaid, including payments either made or due from automakers and dealers for subscriptions included hi the sale or lease price of a
vehicle; activated radios in daily rentai fleet vehicles; certain subscribers to our Intnnet services; and certain subscribers ta our Backseat TV,
data, traffic, and weather services.
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Our primary source of revenue is subscription fees, with most of our customers subscribing on an annual, semi-annual, quarterly or

thly basis. We offer discounts for prepaid aud long-term subscription plans, as well as discounts for multiple subscriptions on each

orm. We also derive revenue from activation and other subscription-related fees, the sale of advertising on select non-music channels, the
ect sale of satellite radios, components and accessories, and other ancillary services, such as our Internet radio, Backseat TV data, traffic,

and weather services.

In certain cases, automakers include a subscription to our radio services in the sale or lease price of new and previously owned
vehicles. The length of these prepaid subscriptions varies but is typically three to twelve months. In many cases, we receive subscription
payments from automakers in advance of the activation of our service. We also reimburse various automakers for certain costs associated with
satellite radios installed in their vehicles.

We also have an eqmty interest in the satellite radio services offered in Canada. Subscribers to the Sirius XM Canada service are not
included in our subscriber count. In I une 2011, Canadian Satellite Radio Holdings Inc. (" C SR«), the parent company of'M Canada, and Sirius
Canada completed a transaction to combine their operations (the "Canada Merger" ).

Results of Operations

Set forth below are our results of operations for the three months ended March 31, 2012 compared with the three months ended
March 31, 2011 .

Unaudited

For the Three Months
Ended March M,

2012 2011

2012 vs 2011 Change
«/«

Revenue".

Subscriber revenue

Advertising revenue, net ol agency fees

Equipment revenue

Other revenue

$ 700,242

18„670

16,953

68,857

622,437 S

16„558

15,867

68,977

77,805

2,112

1,086

(120)

13%
3%
7%«

Total revenue

Operating expenses:

Cost of services:

Revenue share and royalties

Programming and content
Customer service and billing
Satellite and transmission
Cost of equipment

Subscriber acquisition costs
Sales and marketing

Engineering, design and development
General and adminish ative

Depreciation and amortization

Total operating expenses

Income from operations
Other income (expense):

Interest expense, net of amounts capitalized
Loss on extinguishment of debt and credit facilities, net
Interest aud investment loss

Other (loss) income

Total other expense
Income before income taxes

Income tax expense

Net income

804,722 723,839

132,111

70,095

66,187

18,110

5,806

116,121

58,361

12,690

59.886

66,117

605,484

199,238

106„929

72,959

65,836

18,560

6,405

105,270

47,819

11,135

56,354
68,400

559,667

164,172

(76,971)

(9,971)
(1,142)

(578}

(78 218)

(5,994)
(1,884)
1,617

110,576

(2,802)
107,774 5

79,693

(1,572)

78,121 S

(88,662) (84,479)

80,883

25,182

(2,864)
351

(450)

(599)

10,851

10,542

1,555

3,532

(2,283)

45,817

35,066

1,247

(3,977)
742

(2,195)

(4,183)

30,883

(1,230)
29,653

11%

24 %«

(4)%

(2)%

(9)%
10%
22 %«

14%
6%

(3)%

8%
21%

2%
(66)%

39%
(136)%

(5)%
39%

(78)%

38%
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For the three months ended March 31, 2012 and 2011, subscriber revenue was $700,242 and $622,437 „respectively, an

increase of 13%, or $77,805 . The increase was primarily attributable to a 9% increase in daily weighted average subscribers,

the increase in certain of our subscription rates beginning in January 2012, and an increase in sales of premium services,

including Premier packages, data services and streaming. The increase was partially offset by the impact of subscription
discounts offered through customer acquisition aud retention programs.

The future growth of subscriber revenue will be dependent upon the growth of our subscriber base, promotions, rebates offered to
subscribers and corresponding take-rates, plan mix, subscription prices and identification of additional revenue streams from subscribers.

Adveriisi ngRevenue includes the sale of advertising on our non-music channels, net of agency fees. Agency fees are based on a
contractual percentage of the gross advertising billing revenue.

For the three months ended March 31, 2012 and 2011, advertising revenue was $18,670 and $ 16,558, respectively, an
increase of 13%, or $2,112 . The increase was primarily due to increases in the number of advertising spots sold as well as

the rate charged per spot.

Our advertising revenue is subject to fluctuation based on the effectiveness of our sales efforts and the national economic
environment. We expect advertising revenue to grow as advertisers are attracted by the increase in our subscriber base.

Equipment Revenue includes revenue and royalties from the sale of satellite radios, components and accessories.

For the three months ended March 31, 2012 and 2011, equipment revenue was $ 16,953 and $ 15,867 respectively, an
increase of 7%, or $1,086 . The increase was driven by royalties from higher OEM production.

We expect equipment revenue to fluctuate based on OEM production for which we receive royalty payments for our technology and,
to a lesser extent, on the volume and mix of equipment sales in our direct to consumer business.

Otlier Revenue includes amounts earned from subscribers for the U.S. Music Royalty Fee, revenue from our Canadian affiliate and
llary revenues.

For the three months ended March 31, 2012 and 2011, other revenue was $68,857 and $68,977, respectD el', a decrease of
$120 . The decrease was primarily due to the December 2010 reduction in the U.S. Music Royalty Fee rate from 15.3% to
10.8%, partially offset by increased royalty revenue from Sirius XM Canada, an increase in subscribers and the increase in
certain subscription rates.

Other revenue is dependent upon the amount of the U.S. Music Royalty Fee and the royalty from our Canadian affiliate. Other revenue
will fluctuate as our subscriber base changes, as additional subscribers cycle to the lower rate of the U.S. Music Royalty Fee, as the increase in
certain subscription rates cycle through to subscriptions, and based on the performance of our Canadian afhliate.

Operating Expenses

Revenue Share andRoyalties include distribution and content provider revenue share, advertising revenue share, residuals aud
broadcast and web streaming royalties. Residuals are monthly fees paid based upon the number of subscribers using satellite radios purchased
from retailers. Advertising revenue share is recognized in revenue share and royalties in the period in which the advertising is broadcast.

For the three months ended March 31, 2012 and 2011, revenue share and royalties were $ 132,111 and $ 106,929,
respectively, an increase of 24%, or $25,182 and increased as a percentage of total revenue. The increase was primarily
attributable to an increase in our revenues subject to royalty and/or revenue sharing arrangements and a 7% increase in the
statutory royalty rate for the performance of sound recordings, partially offset by a $4,913 increase in the benefit to earnings
from the amortization of deferred credits on executory contracts initially recognized in purchase price accounting associated
with the Merger.
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We expect our revenue share and royalty costs to increase as our revenues grow. Under the terms of the Copyright Royalty Board's
decision, we paid royalties of 8.0"to and 7.5"/o of gross revenue-, subjec,t to certain exclusions, for the tl&ree months ended March 31, 2012 and
2011, respectively. The deferred credi1s on executory contracts initially recognized in purchase price a&x;ounting associated witlh the Mbrgdr~'xpectedto provide increasing benefits to revenue share and royalties through the expiration of the acquired executory contracts in 2013.

Programming and Content includes costs to acqu:ire, create, promote hnd lproduce co»tent. We have entered into various a.greements
with third parties for music and non-music programming that require us to pay liccnsc fccs, purchase advertisin ou media propcrtics owned or
controlled by the licensor, which is allocated to sales and &'&&&arketing, and pay other guaranteed amounts.

For the three months, encled IvIarch 31, 2012 and 2011, p&x&gramming and content expenses were $70,095 and $72,959,
respectively, a decrease of 4'Yo, or $2,864, and decreased as a percentage of total revenue. The decrease was primarily due to
savings in content agreements, partitdly offset by increases in personnel costs and a $ 1,122 reduction in t&he benefit tc&

earnings Rom purchase price ace@&unting adjustments associated with the Merger attributable to the amortizatdon of the
deferred credit on acquired progrannning ex&outcry contracts.

Excluding the impact from purchase accounting adjustments, lhased on our cu&rent programming offerings, we expect our
programming and content expenses to decrease as agreements expire and are mne&ved or replaced on more cost effective terms. The impact of
purchase price accounting adjustments associated with the Merger att&dbutable to the amortization of the deferred credit o&l& actini&*d
programming executory contracts will continue to decline:, in absolute amount and as a percentage of reported programming and c:ontent costs,
through 2015. Substantially all of the deferred credits on executory contracts will be amortized by the end of 2013.

Custon&er Se&vice and Billing includes costs associated with the operation and management of thi& d party customer service centers,
and our subscriber management systems as well as billing and collection costs, transaction fees and bad debt expense.

For the three months ended March 31, 2012 and 2011, customer service and billing expenses were $66,187 and $65 836 .,

respectively, an increase of l. /0, or $351, but decreased as a percentage of total revenue. The increase wv'as primarily'ue to
higher call volume due to the increases in total subscribers, billing and collectio» costs and personnel costs, pa&tially ~offset by
lower bad debt expense.

We expect our customer service and billing expenses to increase as our subsc&iber base grows.

Sate11i te and Transmission consists of costs associated with the operation and maintenance of our satellites; satellite telemetry,
tracking and control systems; terrestrial repeater networks; satellite up]ink facilities; broadcast studios; and dehivery of our internet streaming
service.

For the three months ended lvIarch 31, 2012,and 2011, satellite and transmission expenses were $ 18,110 and $18~,560,
respectively, a decrease of 2'.Yo, or $450 ., and decreased as a percentage of total revenue. The decrease was primarily due to a
reduction in in-orbit satellite insurance expense, partially offset by in'creased repeater network costs.

We expect overall satellite and trans&russion expenses to increase as we acid enhanced internet-based features and functionality, while
costs associated with our in-orbit satellite fleet remain relatively flat.

Cost ofEquipment includes costs frora the sale of satellite: radios, components and accessories and provisions for &nventory allowance
attributable to products purchased for resale in our direct to consumer &hstribution channels.

For the three months endled March 31, 2012 and 2011, cost of equipment was $5,,806 and. $6,405, respectively, a~ de&&rease of
9YO, or $599, and remained flat as a percentage of total revenue but decreased as a percentage of equipment revenue. The
decrease was primarily due to lo wer direct to consumer sales'.

We expect cost of equipment to vary with changes in sales, supply chain management and inventory valuations.

SubscriberAcquisition Costs include hardware subsidies paid to radio manufacturers, distributors and automakers~, including subsidies
paid to automakers who include a satellite radio and subsc&iption to our service in the sale or lease price of
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a new vehicle; subsidies paid for chip sets and certain other components used in manufacturing radios; device royalties for certain radios and

chip sets„'ommissions paid to retailers and automakers as incentives to purchase, install and activate satellite radios; product warranty

gations; freight; and provisions for inventory allowances attributable to inventory consumed in our OEM and retail distribution channels.

majority of subscriber acquisition costs are incurred and expensed in adr ance of, or concurrent with, acquiring a subscriber. Subscriber
acquisition costs do not include adverhsing, loyalty payments to distributors and dealers of satellite radios and revenue share payments to
automakers and retailers of satellite radios.

For the three months ended March 31, 2012 and 2011, subscriber acquisition costs were $ 116 121 and $105,270,
respectively, an increase of 10%, or $ 10,851, and decreased as a percentage of total revenue The increase was primarily a
result of the 5% increase in gross subscriber additions and subsidies related to increased OEM installations occurring in
advance of acquiring the subscriber, partially offset by improved OEM subsidy rates per vehicle and a $2,429 increase in the
benefit to earnings from the amortization of the deferred credit for acquired executory contracts recognized in purchase price
accounting associated with the Merger.

We expect totQ subscriber acquisition costs to fluctuate with increases or decreases in OEM installations and changes in our gmss
subscriber additions. Changes in contractual OEM subsidy rates and the cost of subsidized radio components will also impact total subscriber
acquisition costs. The impact ofpurchase price accounting adjustments associated with the Merger attributable to the amortization of the
deferred credit for acquired executory contracts will vary, in absolute amount and as a percentage of reported subscriber acquisition costs,
through the expiration of the acquired contracts in 2013. We intend to continue to offer subsidies, commissions and other incentives to aequi
subscribers.

Sales andMar& ring includes costs for advertising, media and production, including promotional events and sponsorships; cooperative
marketing; customer retention and personnel. Cooperative marketing costs include fixed and variable payments to reimburse retailers and
automakers for the cost of advertising and otherproduct awareness activities performed on our behalf.

For the three months ended March 31, 2012 and 2011, sales and marketing expenses were $58,361 and $47,819 .

respectively, an increase of 22%, or $ 10,542, and increased as a percentage of total revenue. The increase was primarily due
to additional subscriber communications and retention programs associated with a greater number of subscribers and
promotional trials, and higher OEM cooperative marketing.

Sales and marketing expenses will fluctuate on a quarterly basis as we launch seasonal advertising and promotional initiatives to attract
new subscribers, and launch and expand programs to retain our existing subscribers and v~-back former subscribers. The impact ofpurchase
price accounting adjustments associated with the Merger attributable to the amortization ofthe deferred credit on acquired sales and marketing
contracts will continue to decline, in absolute ainount and as a percentage of reported sales and. marketing costs through 2013.

Engineering, Design and Development includes costs to develop chip sets and new products, research and development for broadcast
information systems and costs associated with the incorporation of our radios into vehicles manufactured by automakers.

For the three months ended March 31, 2012 and 2011, engineering, design and development expenses were $12,690 and
$11,135, respectively, an increase of 14% or $ 1,555, and remained flat as a percentage of total revenue. The increase was
due to higher product development costs and costs related to enhanced subscriber features aud functionality as well as higher
personnel costs.

We expect engineering, design and development expenses to increase in future periods as we develop our next generation chip sets and
products.

General andAdministrative includes executive management, rent and occupancy, finance, legal, human resources, information
technology, insurance and investor relations costs.

For the three months ended March 31, 2012 and 2011, general and administrative expense was $59,886 and $56,354,
respectively, an increase of 6% or $3,532, and remained fiat as a percentage of total revenue. The increase was primarily due
to higher facility and legal costs, partially offset by lower litigation settlement charges.

We expect our general and administrative expenses to increase in future periods primarily as a result of enhanced
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information technology and personnel costs to support thc growth of our business.

Depreciation andAmortization represents the systematic recognition in earnings of the acquisition cost of assets used in operations,
including our satellite constellations, propnty, equipment and intangible abets, over their estimated service lives.

For the three months ended March 31, 2012 and 2011, depreciation and amortization expense was $66,117 and $68,400!,
respectively a decrease of 3% or $2.,283, and decreased as a percentage of total revenue. The decrease v«as prim.arily due to
a reduction in the amortization of su'bscriber relationships and depreciation recognized on assets placed in-service as'certain'ssetsreach the end of their estimated service lives.

We expect depreciation expenses to hacrease:in future periods as we complete construction and launch our FM-6 satellite, which will
be partially offset by reduced amortization associated with the stepped-up 'basis in assets acquired in the Merger (including intangilble assets,
satellites, property and equipment) through the encl of then.- estimated service lives,l, principally ~through 2017.

Other Income (Expense)

Interest Expense, ¹t ofAtnounts Capitalized, includes hxterest on outstandmg debt, teduced by interest capitalized in connection
with the construction of our satellites and related 1aunc:h vehicles.

For the three months ended March 31, 2012 and 2011 mterest expense was $76,971 and $78,218, respectively, a decrease af
2% or $1,247 . The decrease was primarily due to higher capitalized interest related to the construction of a satellite and
related launch vehicle and by the mix of outstanding debt with lower interest rates.

Following the launch of om FM-6 satellite, the capitalization of interest expense related to the construction of our satellites and related
launch vehicles will be eliminated, until we begin replacing satellites in our fleet..As a result, we expect interest expense to increase, offset
partially as our outstanding debt declines due to retiretnents at maturity, redemptions and repurchases.

Loss on Extinguishment ofDebt and Credit F'acilities„ iVet, includes losses incurred as a result of the c:onversion and retirement of
certain debt.

For the three months encled March 31, 2012 and 2011 loss on extinguishment of debt and credit facilities, net was $9,971
and $5,994, respectively, an. increase of 66'/0 or $3,977 . During the three months ended March 31, 2012„a $9,971 loss was
recorded on the parti,al repayment of our 13% Senior Notes clue 2013 and our 9.7'5% Senior Secured Notes due 2015, During
the three months encled March 31, 2011, a $5,994 loss was incurred on the repaytuent of our 11.25% Senior Sec&&red ~Notes
due 2013 and the pattial repayment of our 3.25% Convertible Notes due 2011.

Interest and Investment Loss includes realized gains and losses, dividends, interest income, our share of Sirius Canada's and XM
Canada's pre-merger net losses, and our share of the income (loss) of Sirius XM Canada.

For thc thrcc months cndcd March 31, 2012 and 2011, mtcrcst and invcstmcnt loss was $1,142 and $1,884, rcspcctivcly,, a
decrease of 39% or $742', . The decrease was primarily attributable to' lower'loss on'our'share of Sirius XM Canadals nest

loss in the first quarter of 2012 compared to losses at XM Canada and Sirius Canada during the same period in 2011.

Income Taxes

Income Tax Expense primarily represents the change;in our deferred tax liability related to the difference iin accounting for our FCC
licenses, which are amortized over 15 years for tax pmposes but not amortized! for!book purposes in accordance with GAAP, foreign
withholding taxes on royalty income and the effect of changes in certain state 1!aws related to the utilization. of net operating losses ("NOLs").

For the three months ended Mar&:h 31, 2012 and 2011, income tax expense was $2,802 and $1,572, respectively,, an increase
of 78%, or $1,230 . The increase was primarily due to an increase in the applicable state effective tax rates and the effect of
changes in certain state laws related to the utilization of NOI',s. '
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In assessing the recoverability of our deferred tax assets, management regularly considers whether a portion or all of the deferred tax
assets will not be realized based on the recognition threshold and measurement of tax positions. The ultimate realization of deferred tax assets

pendent upon the generation of sufficient projected taxable income within the carryforward periods. Management considers the scheduled
sal of deferred tax assets and liabilities, projected taxable income and tax planning strategies in making this assessment. Management's

evaluation of the realizability of deferred tax assets weighs both positive and negative evidence. The weight given to the potential effects of
positive and negative evidence is based on the extent to which it can be objectively verified. Our conclusion with regard to maintaining or
rclcasing thc valuation allowance gives consideration to a variety of factors including but not limited to: (a) a three-1 car cumulative prc-tax
income, (b) the extent of current period taxable income and an expectation of sufficient and sustainable future taxable income, and (c) our
ability to utilize net operating losses within the carryforward period. After weighing this evidence management concludes whether it is more
likely than not that our deferred tax assets will be realized.

We maintained a deferred tax valuation allowance against our deferred tax assets as ofMarch 31, 2012. In 2010, we had our first year of
pre-tax earnings for financial reporting purposes, but continued to generate taxable losses for tax reporting purposes. For the year ended
December 31, 2011 we continued to report positive earnings and generated taxable income for the first time since our inception. For the
quarter ended March 31, 2012, this positive trend continued. IIowever, based on the objective and verifiable negative evidence, such as
cumulative losses in recent years, we have concluded as of March 31, 2012 to retain the valuation allowance.

As part of our continuing assessment of the recoverability of our deferred tax assets, we consider the impact offuture forecasted taxable
income. Depending on our continued positive performance in the second quarter of 2012, together with the emergence Rom cumulative losses
in recent years„as well as projections of sufficient and sustainable taxable income, we may recognize the benefits of all or a significant portion
of our net deferred tax assets in the second qumter of 2012 through a reduction of the valuation aHowance. This would result in an income tax
benefit that would materially and favorably affect net income and stockholders'quity in the period of the reduction. As ofDecember 31, 2011,
we had approximately $3,400 million ofvaluation allowances established against the deferred tax assets.

Subscriber Data

The following table contains subscriber data for the three months ended March 31„2012 and 2011„respectively:

Vnnnditoa

I~or the Three Months Knifed. March 31,

2tu2

Beginning subscribers
Gross subscriber additions

Deactivated subscribers

Net additions

Ending subscribers

21,892,824
2,161,693

(1,757,097)

404,596

22,297,420

20,190,964
2,052,367

(1,679,303}

373,064

20,564,028

Self-pay

Paid promotional

Ending subscribers

18,208,090

4,089,330

22,297,420

16,807,643

3,756 385

20,564,028

Self-pay

Paid promotional

Net additions

299,348

105,248

404,596

120,844

252,220

373,064

Daily weighted average number of subscribers 21,990,863 20,233,144

Average self-pay monthly churn 1.9% 2.0%

New vehicle consumer conversion rate

Note: See pages 36 through 41 for glossary.

45% 45%
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Subscribers. At March 31, 2012, we had 22,297,420 subscribers, an increase of 1,733,392 subscribers, or 8%, from the 20,564,028
subscribers as of March 31, 2011 .

For the three months ended March 31, 2012 and 2011, net additions were 404,596 and 373,064, respectively, an increase of
8%, or 31,532 . The improvement was due to the 5% increase in gross subscriber additions, primarily resulting from higher
new vehicle shipments and light vehicle sales, as well as an increase in conversions from unpaid promotional trials and
returning subscriber activations inclusive of previously owned vehicles. This increase in gross additions was partially offset

by the 5% increase in deactivations. The increase in deactivations was primarily due to paid promotional trial deactivations
stemming &om the growth of paid trials along with grow&% in our subscriber base partially offset by a decline in the self-pay
churn rate.

Average Selfpay Monthly Chsevc is derived by dividing the monthly average of self-pay deactivations for the quarter by the average
self-pay subscriber balance for the quarter. (See accompanying glossary on pages 36 through 41 for more details.)

~ For the three months ended March 31, 2012 and 2011, our average self-pay monthly churn rate was 1.9% and 2.0%,
respectively. The decrease in the churn rate was driven by a reduction in non-pay cancellation rates, as well as a favorable
shift in the subscriber mix towards automotive vehicles, which churn at lower rates in comparison to aflermarket subscribers.

New Vehicle Consumer Conversion Rate is the percentage of owners and lessees of new vehicles that receive our service and convert to
become self-paying subscribers after an initial promotional period. The metric excludes rental and fleet vehicles. (See accompanying glossaiy
on pages 36 through 41 for more details).

~ For the three months ended March 31, 2012 and 2011, the new vehicle consumer conversion rate was 45% .

Adjusted Results of Operations

In this section, we present certain financial performance measures that are not calculated and presented in accordance with generally
accepted accounting principles in the United States ofAmerica ("Non-GAAP"). These Non-GAAP financial measures include: average

thly revenue per subscriber, or ARPU; subscriber acquisition cost, or SAC, per gross subscriber addition; &ee cash flow; and adjusted
TDA. These measures exclude the impact of certain purchase price accounting adjushnents. We use these Non-GAAP financial measures

to manage our business set operational goals and as a basis for determining performance-based compensation for our employees.

The purchase price accounting adjustments include the elimination of the eai~gs benefit of deferred revenue associated with our
investment in Sirius XM Canada, the recognition of subscriber revenues not recognized in purchase price accounting and the elimination of the
earnings benefit of deferred credits on executory contracts, which are primarily attributable to third party arrangements with an OEM and
certain programming providers.

Our adjusted EBITDA also reallocates share-based payment expense from functional operating expense line items to a separate line
within operating expenses. We believe the exclusion of share-based payment expense from functional operating expenses is useful given the
signiflicant variation in expense that can result f'rom changes in the fair value as determined by the Black-Scholes-Merton model which varies
based on assumptions used for the expected life, expected stock price volatility and risk-free interest rates; the effect of which is unrelated to
the operational conditions that give rise to variations in the components of our operating costs.

Free cash flow is a metric that our management and Board ofDirectors use to evaluate the cash generated by our operations, net of
capital expenditures and other investment activity. In a capital intensive business, with significant historical and current investments in
satellites, we look at our operating cash flow, net of these investing cash outflows, to determine cash available for future subscriber acquisition
and capital expenditures, to repurchase or retire debt, to acquire other companies aud to evaluate our ability to return capital to stockholders.
We believe free cash flow is an indicator of the long-term financial stability of our business. Free cash flow, which is reconciled to "Net cash
provided by (used in) operating activities", is a non-GAAP financial measure. This measure can be calculated by deducting amounts under the
captions "Additions to property and eqinpment" and deducting or adding "Restricted and other investment activity" from "Net cash provided by
(used in) operating activities" &om the consolidated statements of cash flows. Free cash flow should be used in conjunction with other GAAP
financial performance measures and may not be comparable to &ee cash flow measures presented by other companies. Free
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cash flow should be viewed as a supplemental measure rather than an alternative measure of cash flows from operating activities, as deterniined
in accordance with GAAl''ree cash flow is limited and does not represent remaining cash flows available for discretionary expenditures due ~

to the fact that the measure does not deduct the payments requIred for debt maturities. Ne believe free'cash flow provides usefulsupplement~'nformation

to investors regarding our current and projected cash flow, along with other GAAP measures (such as cash flows from operating~
and investing activities), to determine our financial'ondition, and to compare our opeiuting perfortnance to other communications,,
entertainment and media companies.

We believe these Non-GAAP financial measures provide u& eful information to mvestors regardmg our financial condition and results of
operations. We believe investors find these Non-GAAl? financial performance measures useful in evaluating our core trends because it~ provides
a direct view of our underlying contractual costs. We believe hivestors use our~ current ~and~projected adjusted H3ITDA to estimate our current
or prospective enterprise value and to make investment decisions. !By providing these Non-GAAP financial measures, together with the
reconciliations to the most directly comparable GAL'easure, we believe we are enhancing itive@ors'nderstanding of our business and our
results ofoperations.

These Non-GAAP financial measures should be viewed in addition to, and not as an alternative for or superior to, our reported results
prepared in accordance with GAAP. Please refer to the glossary (pages 36 through'41 ) for' fLtrther discussion of such Non-GAAP financial
measures and reconciliations to the most directly comparable GAAZ measly~

The following table contains our key operating metrics ba.sed on our tinau~dited adlusted results of operations for the tlnee months
ended March 31, 2012 and 2011, respectively:

(in thonsands, &c&ceptforper subscriber atnoun]z)

1Dnaudlted Adjusted
Por fhe ']lltree M[onths Ended

March 31,
2012 2011

ARPU

SAC, per gross subscriber addition

Customer sernce and billing expenses, per average subscriber
Free cash flow
Adjusted HBITDA

$

$

$

$

$

11.77 $
60 $

1.00 $

14,761 $

208,162 $

11..52

57

1.08

(16,874)
181,359

Note: See pages 36 through 41 for glossary.

ARP U is derived from total earned subscriber revenue, net advertising revenue and. other subscription-related revenue., net of purchase
price accounting adjustments divided by tlae number of months in the.period, divided by the duly weighted average number of subscribers for
the period. (See accompanying glossary on pages 36 tlirough 41 for more details.)

For the three months ended March 31, 2012 and 2011, ARPU was $11.77 and $11.52, respectively. The ~increase wasdriven'rimarily

by the increase in certain of our subscription rates begiiuung in January 2012, an increase iti sales of premium'ervices,including Premier packages, data services and streaming, partially offset by an increase in subsciiber retention l

programs and in the number of subscribers on promotional plans~ and~ a decrease in th'e revenue from the U.S. Music Royalty
Fee due to the December 20 1l0 reduction in the rate from 15.I1/o lo 18.8'A.

SAC, Per Gross SubscriberAddition I.s derived from subscriber acquisition costs and margins from the sale of'adios, components and
accessories, excluding share-based payment expense and purchase price accounting adjusiments, divided by the number of gross subscriber
additions for the period. (See accompanying g]ossary on pages 36 1Ibrough 41 for more det&Ms.)

For the three months ended March 31, 2012 and 2011, SAC, per gross subscriber addition was $60 and $57, respectively.
The increase was primarily due to higher subsidies related to inciwased OEM installations occurrIng in advance of acquiring
the subscriber, partially offset by improved OEM subsidy rates p'er vehic'le compared to the three months ended March 31,
2011.

Customer Service andBilling Expenses, PerAverage Subscriber, is derivedi from total customer service and billing expenses, excluding
share-based payment expense and purchase price accounting adjustments, divided by the number ofmonths in the period, divided '6y tile daily ~

weighted average number of subscribers for the period. (See accompanying glossary
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on pages 36 through 41 for more details.)

For the three months ended March 31, 2012 and 2011, customer service and billing expenses, per average subscriber, were
$1.00 and $1.08, respectively. The decrease was primarily due to the 9% increase in daily weighted average number of
subscribers for the three months ended March 31, 2012 compared to the same period in 2011, while customer service and

billing expenses increased only 1% over the three months ended March 31, 2011.

Free Cash Flow includes the net cash provided by operations, additions to property and equipment, merger related costs and restricted
and other investment activity (See accompanying glossary on pages 36 through 41 for more details.)

For the three months ended March 31, 2012 and 2011, free cash flow was $ 14,761 and $(16,874), respectively, an increase
of $31,635 . Net cash provided by operating activities increased $21,839 to $39,948 for the three months ended March 31,
2012 compared to the $ 18,109, provided by operations for the three months ended March 31, 2011. Capital expenditures for
property and equipment for the three months ended March 31, 2012 decreased $9,796 to $25,187 compared to $34,983, for
the three months ended March 31 2011. The increase in net cash provided by operating activities was primarily the result of
improved operating performance driving higher adjusted EBITDA and higher collections from subscribers and distributors.
The decrease in capital expenditures was primarily the result of lower satellite and related launch vehicle construotion oosts.

Adjusted EBlTDA. EBITDA is defined as net income (loss) before interest and investment loss interest expense, net of amounts
capitalized; income tax expense and depreciation and amortization. Adjusted EBITDA removes the impact of other income and expense, losses
on extinguishment of debt as well as certain other charges, such as goodwill impairment; restructuring impairments and related costs; certain
purchase price accounting adjustments and share-based payment expense. (See the accompanying glossary on pages 36 through 41 for more
details):

For the three months ended March 31, 2012 and 2011. adjusted EBITDA was $208,162 and $181,359 respectively, an
increase of 15%, or $26,803. The increase was primarily due to an increase of 11%, or $79,041, in adjusted revenues,
partially offset by an increase of 10%, or $52,238, in expenses included in adjusted EBITDA. The increase in adjusted
revenues was primarily due to the increase in our subscriber base. The increase in expenses was primarily driven by higher
revenue share and royalties expenses associated with growth in revenues, higher subscriber acquisition costs related to the
5% increase in gross additions, and higher sales and marketing costs related to subscriber communications and cooperative
marketing, partially offset by lower programming and content costs.

Liquidity and Capital Resources

Cash Flowsfor the Three Months Ended March 31, 2012 Compared with the Three Months EndedMarch 31, 2011

As of March 31 2012 and December 31, 2011, we had $746,576 and $773,990, respectively, of cash and cash equivalents. The
following table presents a summary ofour cash flow activity for the periods set forth below:

Net cash provided by operating activities

Net cash used in investing activities

Net cash used in financing activities

Net deorease in cash and cash equivalents

Cash and oash equivalents at beginning ofperiod

Cash and oash equivalents at end of period

For the 1laree Months
Enaed March 31,

2012 2011

39,948 $ 18,109

(25,187) (34,983)

(42,175) (136,122)

(27,414) (1 52,996)

773,990 586.691

746,576 $ 433,695

2012 vs. 2011

$ 21,839

9,796
93,947

125,582

187,299

$ 312,881

Cash Flows Provided by OperatingActivities

Cash provided by operating activities increased by $21,839 to $39,948 for the three months ended March 31, 2012 &om cash provided
by operating activities of $18,109 for the three months ended March 31, 2011 . The primary driver of our operating cash flow growth has been
improvements in profitability.
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Our net income was $107,774 and $78,121 for the three months ended March 31, 2()12 and 2011, respectively. Our lincrhase in'etincome was primarily chdven by an increase in our mbscriber revenues of $77,805, or 13% ., for the thre'e month'sen'ded''arch

31, 2012, attributable to a 9% increase in daily weighted average subscriber:~, the increase in certain of our subscriptio~
rates beginning in January 2012, an increase in sales of premium se&meed. hicluding Premier packages, data~ services anti
streaming. Our growth Iin revenue was partially offset bv an increase in our operating expenses of $45,817, or 8% . The increase
in operating expenses was primarily driven by higher revenue share~ and~ roy~alties expenses associated with Lpowth in revenues,
higher subscriber acquisition costs related to the 5% increase in gross additions, and. higher,sales and marketing costs related to
subscriber communicati.ons and cooperative marketing.

Net non-cash adjustments to net income were $35,238 and $42,736 for the three months ended March 31, 2012 and 2011,
respectively. Significant components of nore-cash expenses, and theiir impact on cash flows from operating activities, include the
following:

For the Three Months
I~nde&l March 31,

2n12 2(l11

Depreciation and amortization $ 66,117 $ 68,400
Loss on extinguishment of debt and credit facilities, net 9 971 5,994
Share-based payment expense 14,951 12,856
Other non-cash purchase price adjustments (73,956} (66,743}

Depreciation and amortization expense is expected to increase in future periods as we recognize depreciation expense upon the
completion and launch of our FM-6 sal.ellil.e.

Loss on extinguishment of debt and credit facilities, net, includes losses itious.ed 4s a result of retirement of ceitain debt instruments.
Future charges related to the retirement of debt are dependent upon many f'actors, including the convention price of debt or our ability to
refinance or retire specific debt instruments.

Share-based payment expense is expected. to increase in future periodh as tve @ant eqtnty awards to our employees and directors.
Compensation expense for share-based awards is recorded in the financial statements based on'the fair value of the underlying equity awards.

Other non-cash purchase price adjusbnents include liabilities recorded as a result of the Merger related to executory contracts with an
OEM and certain programming providers, as well as ainortizatiion resulting frotn changes in the value of deferred revenue as a i'esult of the
Merger.

Changes in operating assets aud liabilities reduced operating cash flows for the tlute montlis ended March. 31, 2012 arid 2011 by
$103,064 and $ 102,748, respectively. As we continue to grow our subsciiber and revenue debase, we expectithat deferred revenue and ainounts
due from customers and distributors will contume to increase. Amounts payable to vendors are also expected to increase as our business grows.
The timing ofpayments to vendors and related parties are based on both contractual cotnmitments and the terms and conditions of our vendors!

Cash Flows Used in Investing Activities

Cash used for investing activities consists primarily of capital expenditures for property and equipment. We will continue to incur
significant costs to improve our terrestrial repeater network and broadcast and administrative ir&astructure. In addition, we will continue to
incur capital expenditures associated with our FM-6 satellite. After the launch 6f otjr FM-6 sattillitti, wc'. anticipate no significant satellite capital
expenditures for several years until it becomes necessary to replace satellites in our fleet.

~ The decrease in cash used for investing activities was primarily due to lower'satellite'nd related launch vehicle construction costs related
to our FM-6 satellite.

Cash Flows Provided by tUsedin) FinancingActivities

Cash flows provided by (used in} financing activities have generally been the:result of the issuance and repayment of long-term debt
and related party debt and cash proceeds from exercise of stock options. Proceeds from Iong-term debt, related
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party debt and equity issuances have been used to fund our operations, construct and launch new satellites and invest in other infrastructure

improvements.

The decrease in cash flows used in financing activities was primarily due to the the exercise of stock options in 2012 and the 2011,

repayment of the remaining balance of our 11.25% Senior Secured Notes due 2013 and the partial repayment of our 3.25% Convertible
Notes due 2011, partially offset by the partial repayment of our 13% Senior Notes due 2013 and our 9.75% Senior Secured Notes due
2015 during the three months ended March 31. 2012 .

Financings and CapitaL Requirements

We have historically financed our operations through the sale of debt and equity securities. The Certificate ofDesignations for our
Series B-1 Preferred Stock provides that, so long as Liberty Media beneficially owns at least half of its initial equity investment, Liberty
Media's consent is required for certain actions, including the grant or issuance of our equity securities and the incurrence of debt (other than, in
general, debt incurred to refinance existing debt) in amounts greater than $ 10,000 in any calendar year.

Future Liquidity and Capita/Resource Requirements

We have entered into various agreements to design, construct, and launch our satellites in the normal course ofbusiness. As disclosed
in Note 16 to our unaudited consolidated financial statements, as ofMarch 31, 2012, we expect to incur satellite and transmission related
expenditures of approximately $5,624 and $57,257 in 2012 and 201 3, respectively„ the majority ofwhich is attributable to the construction and
launch of our FM-6 satellite and related launch vehicle in 2013 and an additional $48,758 thereafter.

Based upon our current business plans, we believe that we have sufficient cash, cash equivalents and marketable securities to cover
our estimated short-term and long-term funding needs. We expect to fund operating expenses, capital expenditures, working capital
requirements, interest payments, taxes and scheduled maturities of our debt with existing cash and cash flow from operations, and we believe
that we will be able to generate sufficient revenues to meet our cash requirements.

Our ability to meet our debt and other obhgations depends on our future operating performance and on economic, financial,
competitive and other factors. We continually review our operations for opportunities io adjust ihe timing of expenditures io ensure thai

icient resources are maintained.

We regularly evaluate our business plans and strategy. These evaluations often result in changes to our business plans and strategy,
some of which may be material and significantly change our cash requirements. These changes in our business plans or strategy may include:
the acquisition ofunique or compelling programming„ the introduction of new features or services; significant new or enhanced distribution
arrangements; investments in infrastructure, such as satellites, equipment or radio spectrum; and acquisitions„ including acquisitions that are
not directly related to our satellite radio business. In addition, our operations are affected by the FCC order approving the Merger, which
imposed certain conditions upon, among other things, our program offerings.

Debt Covenants

The indentures governing our debt include restrictive covenants. As of March 31, 2012, we were in compliance with our debt
covenants. For a discussion of our "Debt Covenants", refer to Note 13 to our unaudited consolidated financial statements in Item 1 of this
Quarterly Report on Form 10-Q.

Off-Balance SheetArrangements

We do not have any significant off-balance sheet arrangements other than those disclosed in Note 16 to our unaudited consolidated
financial statements in Item 1 of this Quarterly Report on Form 10-Q that are reasonably likely to have a material effect on our financial
condition, results of operations, liquidity capital expenditures or capital resources.

ContractuaL Cash Commitments

For a discussion of our "Contractual Cash Commitments," refer to Note 16 to our unaudited consolidated financial statements in
Item 1 of this Quarterly Report on Form 10-Q.
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RelatedParty Transuedons

For a discussion of "Related Party Transactions," refer to Note 11 to our unaudited consolidated financial statements in Item 1 ofth~
Quarterly Report on Form 10-Q.

C'radical Accorurting Policics amfEst&rafes

For a discussion of our "Critical Accounting Policies and Estimates," refer to "Management's Discussion:and Analysis of Financi'al
Condition and Results of Operations" in our Annual Report on Form 10-K for the ye& ended Becamb& 31, 2011 and Note 2 tO our unaudited
consolidated 5nsncial statements in Item 1 of this Quarterly Report on Form 10-Ql There have been no material changes to our critical
accounting policies and estimates since December 31, 2011 .
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Glossury

Ad usted KBlTDA - EBITDA is defined as net income before interest and investment loss; interest expense, net of amounts capitalized;
income tax expense and depreciation and amortization. We adjust EBITDA to remove the impact ofother income and expense, loss on
extinguishment of debt as well as certain other charges discussed below. This measure is one of the primary Non-GAAP financial
measures on which we (i) evaluate the performance ofour businesses, (ii) base our internal budgets and (iii) compensate management.
Adjusted EBITDA is a Non-GAAP financial performance mcasurc that cxcludcs (if applicablc): (i) certain adjustmcnts as a result of thc

purchase price accounting for the Merger, (ii) goodwill impairment, (iii) restructuring impairments, and related costs, (iv) depreciation
and amortization and (v) share-based payment expense. The purchase price accounting adjustments include: (i) the elimination of deferred
revenue associated with the investment in XM Canada, (ii) recognition of deferred subscriber revenues not recognized in purchase price
accounting, and (iii) elimination of the benefit of deferred credits on executory contracts, which are primarily mutable to third party
arrangements with an OEM and programming providers. We believe adjusted EBITDA is a useful measure of the underlying trend of our
operating performance, which provides useful information about our business apart Rom the costs associated with our physical plant,
capital structure and purchase price accounting. We believe investors find this Non-GAAP financial measure useful when analyzing our
results and comparing our operating performance to the performance of other communications, entertainment and media companies. We
believe investors use current and projected adjusted EBITDA to estimate our current and prospective enterprise value and to make
investment decisions. Because we fund and build-out our satellite radio system through the periodic raising and expenditure of large
amounts of capital, our results of operations reflect significant charges for depreciation expense. The exclusion of depreciation and
amortization expense is useful given signiiicant variation in depreciation and amortization expense that can residt from the potential
variations in estimated useful lives, all ofwhich can vary vvidely across different industries or among companies within the same industry.
We believe the exclusion of restructuring. impairmmts and related co~W is useful given the nature of these expenses. We also believe the
exclusion of share-based payment expense is useful given the significant variation in expense that can result lrom changes in the fair value
as determined using the Black-Scholes-Merton model which varies based on assumptions used for the expected life, expected stock price
volatility and risk-free interest rates.

Adjusted EBITDA has certain limitations in that it does not take into account the impact to our statements of comprehensive income of
certain expenses, including share-based. payment expense and certain purchase price accounting for the Merger. We endeavor to
compensate for the limitations of the Non-GAAP measure presented. by also providing the comparable GAAP measure with equal or
greater prominence and descriptions of the reconciling items, including quantifying such items, to derive the Non-GAAP measure.
Investors that wish to compare and evaluate our operating results after giving effect for these costs, should refer to net income as
disclosed in our consolidated statements of comprehensive income. Since adjusted EBITDA is a Non-GAAP 6nancial performance
meame, our calculation of adjusted EBITDA may be susceptible to varying calculations; may not be comparable to other similarly titled
measures of other companies; and should not be considered in isolation, as a substitute for, or superior to measttres offinancial
performance prepared in accordance with GAAP. The reconciliation ofnet income to the adjusted EBITDA is calculated as follows (in
thousands):
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Unaudited
For the Three Months Ended Mare:h 31,

2012 2I)ll

Net income (GAAP):
Add back items excluded from Acljusted EKH'HM:

Purchase price accounting adjustments,.

Revenues (see pages 38-39)

Operating expenses (see pages 38-39}

Share-based payment expense, net of purchase price ac:counting
adjustments

Depreciation and amortization (GAAP)
Interest expense, net of amounts capitalized (GAAP}
Loss on exbngcnshment of debt and credit faciIitie.&, net (GAAP}
Interest and investment loss (GAAP)
Other loss (income) (GAAP)
Income tax expense (GAAP)

107,774 $

1,880

(74,02,4)

14,951

66,11'7

76,97'1

9,971

1,142

578

2,802

78,121

3,722

(67,972')

13,037

68,400

78,218

5,994
1,884

(1,617)
1,572

Adjusted EBITDA 208,162 $ 181,359

Ad'usted Revenues and 0 erati~nK~xiensies - We define this Non-GAAP financial measure as our actual revenues and. operatmg
expenses adjusted to exclude the impact of certaut purchase price accounting adjustments and share-basecl pa~ment expense. We use this
Non-GAAP financial measure to manage our business, set operational goals and as a basis for determining performan~ce-based
compensation for our employees. The following tables reconcile our actus rcIvenhes 4d bpetiatin'g expenses to our adjusted revenues an
operating expenses for the months ended March 31, 2012 and. 2011:
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(i n thousands)

Unaudited For the Three Months Ended March 31, 2012

Purchase Price Allocation of Share-
As Reported Accounting Adjustments based Payment Expense Adjusted.

Revenue:

Subscriber revenue

Advertising revenue, net of
agency fees

Equipment revenue

Other revenue

Total revenue

Operating expenses

Cost of services:

Revenue share and royalties

Programming and content

Customer service and billing
Satellite and transmission
Cost of equipment

Subscriber acquisition costs
Sales and marketing
Engineering, design and
development
General and administrative
Depreciation and amortization
(a)
Share-based payment expense

Total operating expenses

$ 700,242 $

18,670

16,953

68,857

$ 804,722 $

132,111

70,095

66,187

18,110

5,806

116,121

58,361

12,690

59,886

66,117

67 $

1,813

1,880 $

34,846
11,702

24,085

3,391

74,024 $

{1,374)

(427)

(785)

(2,360)

(1,432)

{8,573)

14,951

$ 700,309

18,670

16,953

70,670

$ 806,602

166,957

80,423

65,760

17,325

5,806

140,206

59,392

11,258

51~313

66,117

14,951

$ 679,508

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and amortization associated
with the $785,000 stepped up basis iu property, equipment and intangible assets as a result of the Merger. The increased
depreciation and amortization for the three months ended March 31. 2012 was $ 14,000.
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(i n thousands)

Unaudited For the Three Months Ended March 31, 2011

Purchase Price Allocation oi Share-
As Reported Accountiing Adjustments based Payxnent Expense AIdjusted

Revenue:

Subscriber revenue
Advertising revenue, net of
agency fees

Equipment revenue

Other revenue

Total revenue

Operating expenses
Cost of services:

Revenue share and
royalties

Programming and content
Customer service and
billing
Satellite and transmis. ion
Cost of equipment

Subscriber acquisition costs
Sales and marketing
Engineering, design and
development
General and administrative

Depreciation and
amortization (a)
Share-based payment
expense (b)

Total operating expenses

$ 622,437 $

16,558

15,867

68,977

$ 723,839 $

106,929

72,959

65.,836

18.,560

6.,405

105.,270

47.,819

11.,135

56.,354

68.-100

$ 559.,667 $

1,909 $

1,813

3,722 $

29,933

12,824

18

239

21,656
3,212

31

59

67,97'2 $

(2,510)

(367)

(567)

(1,875)

(1,142',)

(6,576)

13,037

$ 624,346

16,558

15,867

70,790

$ 727,561

136,862

83,273

65,487
18+32'.

6,405

126.,926

49,156

10.,024

49.,837

68.,400

13.,037

$ 627,639

(a) Purchase price accounting adjustments included above exclude the incremental depreciation and aruortization associated
with the $785,000 stepped up basis in propert„, eciuipment and intangible assets as a result of the Merger. The increased
depreciation and amortization for the three months ended March 31, 2011 was $ 1 "&,000.

(b) Amounts related to share-based payment expense i.ncluded in operating expenses were as follows.

Programming and content
Customer service and billing
Satellite and transmission
Sales and marketing

Engineering, design and
development
General and administrative

2.,483 $

349

548
1.,848

1.,111

6,,517

2'7 $

18

19
2'?

31

59

$ 2.,510

367

567

1.,875

1,142,

6.,576

Total share-based payment
expense $ 12,,856 $ 181 $ $ 13.,037

ARPU - is derived from tot@ earned subscribea. revenue, net advertising revenue aud other subscription-re'fated revenu'e, net ofpurchase~
price accounting adjustments, divided by the number of months in the period, divided by the daily weighted average number of subscribe~
for the period. Other subscription-related revenue includes the U.S. Music Royalty Fee. Purchase price accounting adjustments include the
recognition of deferred subscriber revenues not recognizeci in purchase price accounting associated with tbe Merger. A~RPU is calculated as
follows (in thousands, except for subscriber and per subscriber amounts):
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Unaudited

For the Three Months Ended March 31,
2012 ?011

Subscriber revenue (GAAP)
Add: net advertising revenue (GAAP)
Add: other subscription-related revenue (GAAP)
Add: purchase price accounting adjustments

$ ~ 700+42 $

18,670

57.721
67

776,700 $

622,437

16,558

58,531
',909

699,435

Daily weighted average number of subscribers 21,990,863 20/33,144

11.77 $ 11.52

Average self-nav monthlv churn - is definixl as the monthly average of self-pay deactivations for the period divided by the average
number of self-pay subscN&ers for the period.

Customer service and billing exnenses. ner nverane subscriber - is deiived! froin total customs! service and biHing expenses, excluding
share-based payment expanse and purchase price accounting adjustments associated v6th the Merger, divided by the number ofmonthsin'he

period, divided by the daily weighted average number of subscribers for the period. We believe the exclusion of shaiu-based payment
expense in our calculation of customer service aud billing expenses, per average subscriber, is useful given the signiTiuant Vari'atioti in'xpensethat can result from changes in the fair market value of our common stock, the effect ofw1nch is unrelated to the operational'onditionsthat give rise to variations in the components ofour customer service and billing expenses. Purchase price accounting
adjustments associated with the Merger include the elimination of the benefit associated with incremental share-based'p@snent
arrangements recognized at the Merger date. Customer service and billingsexpanses, per average subscriber, is'alculated as follows (in ~
thousands, except for subscriber snd per subscriber amounts):

Unaudited
For the Thine Months Ended March 31,

2012 2011

Customer service and billing expenses (GAAP)
Less: share-based payment expense, net of purchase price accounting
adjustments

Add: purchase price accounting adjustments

66,187 $

(427)

65,760

65,836

(367)
18

65,487

Daily weighted average number of subscribers l21,990,863 ~ 20,233,144

Customer service and billing expenses, per average subscriber 1.00 $ 1.08
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Free cash flow - is derived from cash flow provided by operating activities, capital expenditures and restricted and other investment
activity. l'ree cash flow is calculated as follows (in thousands):

Unaudited
For the Three Months Ended March 31,

2012 2011

Cash Flow information
Net cash provided by operating activities
Nct cash used in investing activities
Net cash used in financing activities
Free Cash Flow
Net cash provided by operating activities

Additions to property and equipment

Free cash low

$ ! ! ! 139948! $

'25,187)'42,175)

'39,948

''25,187)'4,761

$

18,109

(34,983)
(136,122)

18,109

(34,983)

(16,874)

New vehicle consumer conversion rate - is defined as the percentage of owners and lessees of new vehicles that rece!ive our service and'onvertto become self-paying subscribers after the initial promotion period. A!t the tiute sateIHte radio~enabled vehicles are sold or leased,
the owners or lessees generally receive trial subscriptions ranging Rom three to twelve mohths. Promotional periods generally 'mciude'the'eriodof trial service plus 30 days to handle the receipt and processing ofpayments. We meaiure conversion rate three months after the
period in which the trial service ends. The metric excludes rental and fleet Ivehlclek

Subscriber acquisition cost. uer areas subscriber addition - or SAC, per gross subscriber addition, is derived flom subs'criber
acquisition costs and margins from the sale ofradios and accessories, excluding share-based payment expense and.purchase price
accounting adjustments, divided by the number of gross subscriber additions for the period. Purchase price accounting adjustments
associated with the Merger include the elimination of the benefit of amortization of deferred credits on executory contracts recognized at~
the Merger date attributable to an OEM. SAC, per gross subscriber addition, id calculated As fdlloAs (iii thbusdnds.'xcept for subscriber
and per subscriber amounts):

Unaudited
For the Three Months Ended March 31,

2012 2011

Subscriber acquisition costs (GAAP) $
Less: margin Rom direct sales of radios and accessories (GAAP)
Add: purchase price accounting adjustments

116,121 $

(1 1,147)

24,085

129,059 $

105,270

(9,462)
21,656

117,464

Gross subscriber additions 2,161,693 2,052,367

SAC, per gross subscriber addition $ ; 60.$ 57

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT 1VhUIICET RISKS

As of March 31, 2012, we did not have any derivative financial mstruments. We do not hold or issue any free'-standin'g dWvatives.
We hold investments in marketable securities consisting of money market fungus, attd we also hold oerhficates ofdeposit and investments in
debt and equity securities of other entities. We classify our investments in marketable siecuritiei as available-for-sale. These securities are '.

consistent with the objectives in our investment policy. The basic objectives ofour'investment policy aie the preservation ofcapital,
maintaining sufficient liquidity to meet operating requirements snd maximizingyield.'F
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Our debt includes fixed rate instruments and the fair market value of our debt is sensitive to changes in interest rates. Under our
current policies, we do not use interest rate derivative instruments to manage our exposure to interest rate fluctuations.

M 4. CONTROLS AND PROCEDURES

Controls andProcedures

As of March 31, 2012, an evaluation was performed under the supervision and with the parbcipation of our management, including
Mel Karmazin, our Chief Executive Officer, and David J. Frear, our Executive Vice President and Chief Financial Officer, of the effectiveness
of the design and operation of our disclosure controls and procedures (as that term is defined in Rule 13a-15(e) and 15d-15(e) under the
Securities Exchange Act). Based on that evaluation, our management, including our ChiefExecutive Officer and our Chief Financial Officer,
concluded that our disclosure controls and procedures were effective as ofMarch 31, 2012

There has been no change in our intern@ control over financial reporting (as that term is defined in Rule 13a-15(f} and 15d-15(f) under
the Securities Exchange Act) during the quarter ended March 31, 2012 that has materially affected, or is reasonably likely to materially affect,
our internal control over financial reporting.

ITEM 1. LEGAL PROCEEDINGS
PART H — OTHER INFORMATION

State Consumer Investigations . A Multistate Working Group of 31 State Attorneys General, led by the Attorney General of the State of
Ohio, is investigating certain of our consumer practices. The investigation focuses on practices relating to the cancellation of subscriptions;
automatic renewal of subscriptions; charging, billing, collecting, and refunding or crediting ofpayments from consumers; and soliciting
customers.

A separate investigation into our consumer practices is being conducted by the Attorneys General of the State of Florida and the State of
New York. We are cooperating with these investigations and believe our consumer practices comply with all applicable federal and state laws
and regulations.

Carl Blessing et al. v. Siri us XA4 Aadi o inc . We have setOed the case titled Carl Blessing et al. v. Sirius XM Radio lnc. and the
lement has been approved by the United States District Court for the Southern.District ofNew York. Appeals have been filed by 11

viduals seeking to overturn the settlement.

In December 2009, Carl Blessing a subscriber, filed a lawsuit against us in the United States District Court for the Southern Disirict of
New York. Mr. Blessing and several other plaintiffs purported to represent all subscribers who were subject to: an increase in the price for
additional-radio subscriptions from $6.99 to $8.99; the imposition of the US Music Royalty Fee; and the elimination of our free Internet
service. The suit claimed that the pricing changes showed that our merger with XM lessened competition or led to a monopoly in violation of
the Clayton Act and that the merger led to monopolization in violation of the Sherman Act. Earlier the Court dismissed the plaintiffs'laims for
breach of contract and granted our motion for summary judgment as to various state law claims.

As part of the settlement, we agreed to: not raise the price of our basic satellite radio service or other programming packages or our
Intcrnct scrviccs; not incrcasc our US Music Royalty Fcc: and not dccrcasc our multi-radio discount prior to January 1, 2012. Existing
subscribers were also permitted to renew their current subscription plans at current rates prior to December 31, 2011. Former subscribers who
terminated their subscriptions after July 29, 2009 are entitled to receive, at their election, either: one month of our basic satellite radio service or
one month of our Internet service, at no charge. We also paid the costs of providing notice to the plaintiff class and reimbursed counsel for the
plaintiffs for $ 13 million of their fees and expenses.

One Twelve, Inc. andDon Buchwaid v. Sirius XllfRadio Inc . In March 2011, One Twelve, Inc., Howard Stern's production company,
and Don Buchwald, Stern's agent, commenced an action against us in the Supreme Court of the State ofNew York, County of New York The
action alleged that, upon the Merger, we failed to honor our obligations under the performance-based compensation provisions of our prior
agreement dated October 2004 with One Twelve and Buchwald, as agent„One Twelve and Buchwald each assert a claim of breach of contract.
In April 2012, the Court granted our motion for summary judgment and discussed with prejudice the suit. The Court found the agreement
unambiguous. One Twelve and Buchwald have filed a notice of appeal.

OtherMatters . In the ordinary course of business, we are a defendant in various lawsuits and arbitration proceedings, including
derivative actions; actions filed by subscribers, boih on behalf of themselves and on a class action basis, actions filed



Table Of Contents

by former employees, parties to contracts or leases:, and comers ofpatents, trademarks, copyrights or other intellectual property. None of these
other actions are, in our opinion, likely to have a material adverse iieet on out bu0ine&s, financial 'condition or results of operations. 0
ITEM IA. RISK FACTORS

There have been no material changes to the risk factors previously disclosed in response to Part I, Item 1A, of our Annual Report on
Form 10-K for the year ended December 31, 2011 .

ITEM 2. UNREGISTERED SALES OF EQ~UjTY SECURITIES APA) USE OF PROCEEDS

Not applicable.

ITEM 3. DEFAULTS UPON SENIOR SECURjKIES

Not applicable.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

Not applicable.

ITEM 6. EXHIBITS

See Exhibit Index attached hereto.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) ofthe Securities Exchange Act of 1934, the registrant has duly caused this report
signed on its behalf by the undersigned, thereunto duly authorized on this 1st day ofMay 2012.

SIRIUS XM RADIO INC.

By: /sf David J. Frear

David J. Frear
Executive Vice President and.
Chief Financial Officer
(Duly Authorized Officer and
Principal Financial Officer)
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Exhibit

*10.1

Descrlptfion

Second Amendment, dated as ofMarch 5, 2012, to the Employee Agreement, dated as of October 14, 2009,. between the
Company and James E Meyer (incorporated by reference to Exhibit 10&i to the Company's Current Report bn Porml 8-I filed
on~ 5, 2012).

31.1 Certificate ofMel Karmazm, Chief Executive Officer, pursuant~to Section 302 of the Sarbanes-Oxlay Act of 2002 (filed
herewith).

31.2 Certificate ofDavid J. Frear, Executive Vice President and ChiefFmaneial Officer, pursuant to Section 302~ of the Sarbanesi
Oxley Act of 2002 (Red herewith).

32.1 Certificate ofMel Kannazin, Chief Executive Officer, pursuant~to 18 UlS.G Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of2002 (51ed herewith).

32.2 Certificate ofDavid J. Frear, Executive Vice President and ChiefFinancial Officer, pursuant to 18 U.S.C. Section 1350) as I

adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002'filed herewith).

101.1** The following financial information fmm our Quarterly Report on Form 10&Q for the quarter ended March 31, 2012 formatted
in eXtensible Business Reporting Language (XBRL): (i) Unaudited Consolidated Statements ofComprehensive Income for the
three months ended Maiuh 31, 2012 snd 2011; (ii) Consolidated Balance Sheets as ofMarch 31, 2012 (Unalidithd) iind I

December 31, 2011; (iii) Unaudited Consolidated Statements of Stockholder's Equity as ofMarch 31, 2012, (iv) Unaudited
Consolidated Statements of Cash Flows for the three months ended March 31, 2012 and 2011; and (v) Notes to Unaudited .

Consolidated Financial Statements.

4E
This document has been identified as a management contract oricompeiIsatory plan or arrangement.
In accordance with Rule 406T ofRegulation S-T, the XBRL related information in Exhibit 101.1 to this Quarterly Report on
Form 10-Q shall not be deemed to be "filed*'or purposes of Section 18 of the Exchange Act, or otherwise subject to the
liability of that section, and shall not be part of any iegistration statemait od other dccumeal filed under'the Securities Act or the
Exchange Act, except as shall be expressly set forth by apeci6c reference in such filing.

The agreements and other documents Gled as exhibits to this report are not iuterided to provide factual information or other
disclosure other than with respect to the terms of the agreemeuta or other documents themselves, and you should not rely one

them for that purpose. In particular, any representations snd warranties made by us in these agreements or other documents were
made solely within the specific context of the relevant agreemeiit or'ocument and riiay not describe the actual state of affairs as
of the date they were made or at any other time.
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mel Kannazin, the ChiefExecutive Officer of Sirius XM Radio Inc., certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2012 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, iu light of the circumstances under which such statements were made not misleading with respect to the

period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the regi~ant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13 a-15(e) and 15d-15(e)) and internal control over fmancial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others witliin those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the registrant's
most recent fiscal quarter (the registrant's fourth quarter in the case of an annual. report) that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees vvho have a significant role in the registrant's
internal control over financial reporting.

By: /s/M Hr. K ~mziN
Mel Karmazin
Chief Executive Officer
(Principal Executive Oflicer)

May 1, 2012
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Exbdbit 31.2

CEIITljFICATION OF CHXKF HNANCIhJ. OFFICER

I, David J. Frear, the Executive Vice President and. Chief Finaiicial Ofl:icer'of Sirius XM Radio Inc., certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2012 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contaui any untrue statement of a inaterial fact or omit to state a material fact necessary to
make the statements made, in light of the circum.stances under which such statentients were made, not misleading with respect to the
period covered by this report;

Based on my knowledge, the financial statements, and other financial inforination included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the regisirant as of, and for, the periods presented in this report;

The registrant's other certifying officer and I are responsible for establishing and maintaining dis'closure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial teporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedmes, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that materia'l information relating to the registrant, including its consolidated. subsidiaries, is made known to
us by others within those entities, particularly duiiiig the period in which tins report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over fmancial repoiting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles,

(c) Evaluated the effectiveness of the registrant's clisclosure controls and procedures and presented. in this report our conclusions about
the effectiveness of the disclosure controls and. procedures,, as of the end of the period covered by this report based ion duce
evaluation; and

(d) Disclosed in this report any changes in the regi.strant's internal controls ovea financial reporting that occurred during the registrant's
most recent fiscal quarter (the registrant's fourth quarter in the case of an aimual report') that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control over financial reportuig; and

The registrant's other certifying officer and I have disclosed, based on our most r'eceiit evaluation of mtemal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are.

reasonably likely to adversely affect the registrant's abjility to record, process, sumznarize and report financial informati~on; and ~

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial repcrtinp.

By". /s/D Aizo J. F azAu

David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

May 1, 2012

47 i~
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U S C. SECTION 1350s

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SAREAI%ES-OXLEY

A.CT OF 2002

In connection with the Quarterly Report of Sirius XM Radio Inc. (the "Company") on Foun 10-Q for the period ended March 31, 2012 as
61ed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Mel Karmazin, ChiefExecutive OfRcer of the

Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

By: /s/M xt. K ma,aurN

Mel Karmazin
ChiefExecutive Officer
(Principal Executive Onicer)

May 1, 2012

A signed original ofthis written statement requiredby Section 906; orother document authenticating, acknowledging, or otherwise
opting the signattar that appears in typedform within the electronic versi on ofthis written statement required by Section 906 has been

provided to the CompaIry and will be retained by the Company andfurnished to the Securities andExchange Commission or its stagupon
request.
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Exhibit~
CERTIFICATIONPURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY
ACT OF 2002

In connection with the Quarterly Report of Sirius XM Radio Inc. (the "CtompanJi") dn arm ~10-Q for the peiiod lended March 31, 2012 is
51ed with the Securities and Exchange Commission on the date hereof (the "Report"), I, David J. Frear, Executive Vice President and Chief
Financial Officer of the Company, cerhfy, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act'f

2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; aud ~

(2) The information contained in the Report fairly presents, in all material respects, the fmaacial condition and results ofoperations of the
Company.

May 1, 2012

By: /s/D Avto J. F snaR

David L Frear
Executive Vice President and
ChiefFinancial Oflicer
(Principal Fmancial Of5cer)

A signed original ofthis written statement requiredby Section 906, or other Idochmeitt attthenticating, acknowledging, or othenuise
adopting the signature that appears in typedform within the electronic version ofthis ivritten statentent required by Section 906, h'as b'een'rovidedto the Company and ivill be retained by the Company andfurnished to the Securities andExchange Commission or its st@+upon'equest.



Exhibit 31.1

CERTIFICA.TION OF CHiEF EXECUTlVE OFFICER

Mel Karmazin, the Chief Executive Officer of Sirius XM Radio Inc., certify that:

I have reviewed this Quarterly Report on Form 10-Q for the period ended March 31, 2011 of Sirius XM Radio Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the

period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in aH material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this

report;

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during the
registrant's most recent fiscal quarter (the Company's fourth quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
v hich are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

By: /s/ Mel Karmazin

Mel Karmazin
Chief Executive OAicer
(Principal Executive Officer)

May 3, 2011



Exhibit 31.2

CERTIFICA,TION OF CIIIEF FINANCIA.L OFFICER

I, David J. Frear, the Executive Vice Presi&dent and Chief Financial Officer of Sirius XM Radio Inc., certify that:

1. I have reviewed this Quarterly Repoit on Form 10-Q for the period ended March 31, 2011 of Sirius 3M Radio Inc.;

2. Based on my knowledge, this report doe. not contain any untrue statement of a material fact or omit to state a material factnecessary'o

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all materiaii
respects the financial condition, results of operations and cash flows of the re'gisttant ~as o&f, arid fear, the periods pi&esei&ited~in this ~

report;

The registrant's other certifying officer and I are responsible f'r establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and. internal contro] over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such dhisclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaiies, is made:
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reportiing to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in acco&rdaitce v»ith'generally accepted accounting principles;

(c) Evaluated the effectiveriess of the registrant"s disclosure controls and procedures and presented in this report, our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed in this report any changes in the registrant's internal controls over financial reporting that occurred during~the ~

registrant's most recent fiscal quarter (the Company's fourth quarter in the case of an. annual report) that has materially
affected, or is reasonably likely to mateiially affect, the registrant's internal control over financid reportiing; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal contiol over ~financia~l

reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons perforniing the
equivalent functions):

(a) all significant deficiencies and material wea'knesses in the dksigi&i or cooperation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, sure&maiize and report financial
information; and

(b) any fraud, whether or not materi.al, that iinvolves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

By: /s/David J. Frear

David J. Frear
Executive Vice President and
Chief'in.ancial Officer
(P rin&cipa1 Financial Offiicer'j

May 3, 2011



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

In connection with the Quarterly Report of Sirius XM Radio Inc. (the "Company") on Form 10-Q for the period ended March 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, Mel Karmazin, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

By: /s/Mel Karmazin

Mel Karmazin
Chief Executive Officer
(Principal Executive Officer)

May 3, 2011

A signed original ofthis written statement required by Section 906, or other document authenticating, acknowledging, or otherwise

adopting the signature that appears in typedform within the electronic version ofthis written statement required by Section 906, has been
provided to the Company andwill be retained by the Company andfurnished to the Securities andExchange Commission or its staffupon
request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY

ACT OF 2002

In connection with the Quarterly Report of Sirius XM Radio Inc. (the "Companyl") oti Form 10-Q for the period ended March 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the "Repoit"),', David J. Frea'r, Executive Vice Presidentand'hief

Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of thh Sarbanes-Gxley
Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or I 5(d!) of'the lSeciuities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 'operations of the
Company.

By: /sfDavid J. Freer

David J. Frear
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

May 3, 2011

2 signed original ofthis written statement required by Section 906, or other document authenticating, acknowledging, oi otherwise'doptingthe signature thatappears in typedform within the electronic version ofthis 'written statement required by Section 906 has been~

provided to the Company and will be retained by the Company andfurnished to the Securities'andExchange Commiss'ton 'or itsstdgupon'equest.
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RESTRICTED EXHIBIT - NOT AVAILABLK

The following restricted exhibits are not available in the public version:

SX Ex. 201-RR - SX Ex. 205-RR
SX Ex. 212-RR
SX Ex. 233-RR — SX Ex. 237-RR
SX Ex. 239-RR — SX Ex. 242-RR
SX Ex. 301-RR - SX Ex. 315-RR
SX Ex. 316-RR — SX Ex. 342-RR
SX Ex. 347-RR
SX Ex. 355-RR — SX Ex. 362-RR
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